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OIL AND GAS REGULATIONS. 



dlpabxment of the interior, 

General Land Offigs, 
Washington, D. C, March 11, 1920. 
Registers and Receivers, 

United States Land Offices. 
Sirs: Under the authority of the act of Congress approved Febru- 
ary 25, 1920, entitled "An act to promote the mining of coal, phos- 
phate, oil, oil shale, gas, and sodium on the public domain," the 
following rules and regulations are prescribed for the administration 
of the provisions of said act relative to oil and gas: 

1.— OIL AND GAS PERMIT. 

Section 13 of the act authorizes the Secretary of the Interior to 
grant a qualified applicant the exclusive right to prospect for oil or 

Ss for tjie period of two years, unless extended, and under authority 
ereof the following rules and regulations will govern the issuance 
of such permits: 

1. Qualifications of applicants. — Pursuant to section 1 of the 
act, permits may be issued to (*) a citizen of the United States; (b) 
an association of such citizens : (c) a corporation organized under the 
laws of the United States or ot any State or Territory thereof; or (d) 
a municipality. 

2. Lands to which applicable. — The permit thus issued may in- 
clude not more than 2,560 acres of land wherein such deposits be- 
long to the United States and are not within any known geological 
structure of a producing oil or gas field, the lands applied for to be 
taken in a reasonably compact form, by legal subdivisions if sur- 
veyed, and in an approximately square or rectangular tract if un- 
sunrejred, the length of which must not exceed two and one-half 
times its width. Incontiguous tracts within a limited radius may be 
included in a permit when conditions are such that, because of prior 
disposals, a reasonable area of contiguous land can not be pro- 
cured. 

Such permits may not include land or deposits in (a) national 
parks; (b) forests created under the act of March 1, 1911 (36 Stat., 
961), known as the Appalachian Forest Reserve act; (o) lands in 
military or naval reservations} or (d) Indian reservations. The ap- 
plication of the act to ceded Indian lands depends on the laws con- 
trolling their disposition. 

All permits or leases for the exploration for or development of 
oil or gas deposits under this act within the limits of national forests 
or other reservations or withdrawals to which this act is applicable 
shall be subject to and contain such conditions, stipulations, and 

(T) 
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reservations as the Secretary of the Interior shall deem necessary for 
the protection of such forests, reservations, or withdrawals, and the 
uses and purposes for which created. 

The boundaries of the geological structures of producing oil or gas 
fields will be determined by the United States Geological Survey, 
under the supervision of the Secretary of the Interior, and maps or 
diagrams showing same will be placed on file in local United States 
land offices. 

It should be understood that under the act, the granting of a pros- 
pecting permit for oil and gas is discretionary with the Secretary 
of the Interior, and any application may be granted or denied, either 
in part or in its entirety, as the facts may be deemed to warrant. 

3. Permits or leases for other materials* — The granting of a 
permit or lease for the development or production of oil or gas will 
not preclude other permits or leases of the same land for the mining 
of other minerals, under this act, with suitable stipulations for sucB 
joint operation, to the end that the full development of the mineral 
resources may be secured, nor will it necessarily preclude the allow- 
ance of applicable entries, locations, or selections of the lands in- 
cluded therein with a reservation of the mineral deposits to the 
United States. 

4. Form and contents op application. — Applications for permits 
should be filed in the proper district land office, adciressed to the 
Commissioner of the General Land Office, be suspended for §0 days 
to enable preference-right claims to be presented before action, and 
after due notation then forwarded for his consideration, with a full 
report as to status and conflicts. No specific form of application 
is required, and no blanks will be furnished, but it should cover, in 
substance, the following points, and be under oath : 



(a) Applicant's name and address. 



Proof of citizenship of applicant, by affidavit of such fact, if 
native born; or if naturalized, by a certified copy of the certificate 
of naturalization on the form provided for use in public-land mat- 
ters, unless such a copy is already on file ; if a corporation, by certified 
copy of the articles of incorporation, and a showing as to the resi- 
dence and citizenship of its stockholders ; if a municipality a showing 
of (1) the law or charter and procedure taken by which it has become 
a legal body corporate; (2) that the taking of a permit or lease 
is authorized under such law or charter; and (3) that the action 
proposed has been duly authorized by the governing body of such 
municipality. 

(c) A statement that the applicant is not the holder of more than 
two other subsisting permits in the same State, nor of any permit 
in the same geologic structure, together with a statement of any 
other applications for permits in the same State, in which the appli- 
cant is directly or indirectly interested, fully disclosing the nature 
and extent of such interests. In this connection attention is directed 
to the limitations and exceptions of section 27 of the act. 

(d) Description of the land for which the permit is desired, by 
legal subdivisions if surveyed, and by metes and bounds if unsur- 
veyed, in which latter case, if deemed necessary, a survey sufficient 
more fully to identify the land may be required before the permit 
is granted. In order to properly identify unsurveyed lands, great 
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care should be taken, and if practicable the metes and bounds de- 
scription should be connected oy course and distance with some cor- 
ner of the public land surveys. 

(a) A statement that to the best of applicant's knowledge and be- 
liet the land applied for is not within any known geological structure 
of a producing oil or gas field. 

(/) Three references as to applicant's reputation and business 
standing. 

(a) If the applicant is claiming a preference right as explained 
in the next succeeding section of these regulations, he shoul i set up 
fully the facts upon which such preference right is based, togett er 
with a true copy of the posted notice. 

(h) The applicant must furnish a bond, with qualified corporate 
surety, in the sum of $1,000, conditioned against the failure of the 
permittee to repair promptly, so far as possible, any damage to the 
oil strata or deposits resulting from improper methods of operation. 
The penalty of the bond may be increased by the Secretary of the 
Interior wnen conditions warrant, particularly in relief cases. This 
bond may be filed with the application, which will expedite action 
thereon, or within 10 days after receipt of notice by the applicant 
that the permit will be granted when the bond is filed. 

Additional bonds, or a bond with additional obligations therein, 
will be required in special cases where a permit embraces reserved 
deposits in lands theretofore entered or patented with a reservation 
of the oil and gas to the United States, together with a right to 

Srospect for, mine, and remove the same pursuant to the act of 
uly 17, 1914 (38 Stat., 509), or where the lands constitute a portion 
of a reclamation project. 

A revenue stamp must be attached to the bond at the rate of 
1 cent on each $1 or fractional part thereof of premium paid. 

The following form of bond is prescribed tor use in ordinary 
cases in connection with applications for permit: 

Depabtment of the Intebio*. 

general land office. 



U. S. Land Office 

Serial Numbe r 

Bond of oil and gas permittee. 

[Act of Feb. 25, 1920 (Public No. 146).] 

Know an men by these presents, That we, , of the county 

tf ■ , in the State of , as principal, and of the county 

of ■ 1 in the State of , as surety, are held and firmly bound unto the 

Waited States of America in the sum of dollars, lawful money of the 

United States to be paid to the United States, for which payment, well and 
truly to be made, we bind ourselves, and each of us, and each of our heirs, 
executors, administrators or successors, and assigns, jointly and severally by 
these presents. 

Signed with our hands and sealed with our seals this day of In 

the year of our Lord one thousand nine hundred and . 

The condition of the foregoing obligation is such that, whereas the said 
principal has made application under the act of February 25, 1920 (Public No. 
146), for a permit to prospect for oil and gas for two years upon the following 

described lands ; and whereas said permit, if granted, will be on 

condition that all operations shall be conducted in accordance with approved 

M81S°— 20 S 
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methods ; that all proper precautions shall be exercised to prevent waste of oil 
or gas developed in the lands, or the entrance of water through wells drilled by, 
or on behalf of, the principal to the oil sands or oil-bearing strata to the destruc- 
tion olthe oil deposits. 

Now therefore, if said principal shall promptly repair any damage that may 
result to the oil strata or deposits resulting from improper methods of operation, 
or from failure to comply fully with the aforesaid conditions of said permit, 
then the above obligation is to be void and of no effect ; otherwise to remain in 
full force and virtue. 

Signed, sealed, and delivered in presence of-* 

Name and address of witness s 



[L.S.] 

Principal. 

- [L.S.] 



Surety. 



In lieu of corporate surety, the applicant may deposit United 
States bonds of the par value of not less than $1,000, pursuant to 
section 1320 of the act of February 24, 1919 (see Treasury Circular 
No. 154, of June 30, 1919}. When United States bonds are submit- 
ted as security in lieu oi corporate surety same should be accom- 
panied with a bond and power of sale duly executed by the applicant 
in substantially the following form : 

DEPARTMENT OI* THE INTERIOR, 
GENERAL LAND OJTICE. 

U. S. Land Office 

Serial No. 

Bond of oil and gas permittee where United States bonds are accepted in lieu of 
surety or sureties, and power of attorney, 

[Act of Feb. 25, 1920 (Public No. 146).] 

Know all men by these presents, That of , State of • 



obligor, is held and firmly bound unto the United States of America in the 
sum of $1,000, lawful money of the United States, to be paid to the United States, 
for which payment, well and truly to be made, binds himself, Ms heirs, excutors, 
administrators, and assigns by these presents. 

The condition of the foregoing obUgation is such that whereas the said obligor 
has made application under the act of February 25, 1920 (Public No. 146), for 
a permit to prospect for oil and gas for two years upon the following-described 
land : ; and 

Whereas said permit, if granted, will be on condition that all operations shall 
be conducted in accordance with approved methods; that all proper precau- 
tions shall be exercised to prevent waste of oil or gas developed in the lands, 
or the entrance of water through wells drilled by or on behalf of the obligor to 
the oil sands or oil-bearing strata to the destruction of the oil deposits. 

Now, therefore, if said obligor shall promptly repair any damage that may 
result to the oil strata or deposits resulting from improper methods of opera- 
tion, or through failure to comply fully with the aforesaid conditions of said 
permit, then the above obligation is to be void and of no effect : otherwise to 
remain in full force and virtue. 

The above-bounden obligor, In order the more folly to secure the United 
States in the payment of the aforesaid mentioned sum, hereby pledges as security 
therefor bonds of the United States in the principal sum of $1,000, which said 
bonds are numbered serially and are in the denominations and amounts and 
are otherwise more particularly described as follows : 

bonds of $ bearing r per cent interest with coupons 

attached to each, numbered , which said bonds have this day been de- 
posited with the Secretary of the Interior and his receipt taken therefor. 
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That the said obligor does hereby constitute and appoint the Secretary of the 
Interior as his attorney, for him and in his name to collect or to sell, assign 
and transfer the said United States bonds above described and deposited by the 
obligor as aforesaid, pursuant to authority conferred by section 1820, of the 
revenue act of 1918, approved February 24, 1919, as security for the faithful 
performance of any and all of the conditions or stipulations as hereinbefore 
set out, and it is agreed that, in case of any default in the performance of the 
conditions and stipulations of such undertaking the said attorney shall have 
full power to collect said bonds or any part thereof, or to sell, assign, and trans- 
fer said bonds or any part thereof without notice, at public or private sale, 
free from any equity of redemption or without appraisement or valuation, 
notice and right to redeem being waived, and to apply proceeds of such sale or 
collection In whole or in part to the satisfaction of any damages, or deficiencies 
arising by reason of such default, as said attorney may deem best The interest 
accruing upon said United States bonds deposited as above stated, in the absence 
of any default in the performance of any of the conditions or stipulations of 
the bond, shall be paid to said obligor. The said obligor hereby for himself, 
his heirs, executors, administrators, and assigns ratifies and confirms whatever 
his said attorney shall do by virtue of these presents. 

In witness whereof I have hereunto set my hand and seal this day 

of 19—. 

. tu s.] 

Signature. 

Before me, the undersigned, a notary public within and for the county 

of , in the State of , personally appeared — and duly 

acknowledged the execution of the foregoing bond and power of attorney. 

Witness my hand and notarial seal this day of , 19 — . 

[Notarial SeaL] 

5. Preference right, how secured. — A preference right over 
others to a permit may be obtained, under section 13 of the act, bv — 

(a) Erecting upon the land desired, subsequent to the approval of 
the act. a monument not less than 4 feet high, at some conspicuous 
place tnereon, of such a size as to be visible to anyone who may be 
interested. The monument may be of iron, stone, or durable wood, 
not less than 4 inches square or in diameter, and must be firmly em- 
bedded in the ground. 

(b) Posting on or near said monument a notice stating that an 
application for permit will be made within 30 days after date of 
posting said notice, the notice to give the date and hour of posting, 
to be signed by the applicant, and jgive such a general description oi 
the land to be covered by the permit, by reference to courses and dis- 
tances from such monument and other natural objects and permanent 
monuments, as will reasonably identify the land. The area, ap- 
proximately, must also be stated, and the notice must be so protected 
as to prevent its destruction by the elements. The preference right 
will exist for 30 days after the date of posting such notice, and if no 
application is filed within that time, the lapd will be subjected to any 
other application for permit or to other disposal. 

(c) In cases of conflict between a preference right application and 
one filed without any claim of preference, the priority of the initia- 
tion of the claim will govern; for example, the filing of a proper ap- 
plication in the land office prior to the posting of notice by another, 
as aforesaid, will give a prior right. 

6. Form and requirements of permit. — A permit will confer upon 
the recipient the exclusive right to prospect for oil er gas upon the 
lands embraced therein, provided he complies with the terms thereof, 
which permit will be, in form and substance, substantially as follows t 
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The United States or Akkbioa. 

PEPABXlriCNT 01* THE INTKRIOB. 

General Land Office. 



U. S. Land Office- 
Serial Number - 



Know all men by these presents, That the Secretary of the Interior, under 
and by "virtue of the act of Congress entitled "An act to promote the mining of 
coal, phosphate, oil, oil shale, gas, and sodium on the public domain," approved 

February 25, 1920, has granted and does hereby grant a permit to 

granting the exclusive right for years from date hereof to prospect 

for oil or gas, but for no other purpose, the following described lands : , 

upon the express conditions following: 

1. To mark each of the corners of the claim within 90 days from date hereof 
with substantial monuments so that the boundaries can be readily traced on the 
ground, and post In a conspicuous place, upon the lands covered hereby, a 
notice that such a permit has been granted, and a description of the lands 
covered by this permit 

2. Within six months (two years in Alaska) from date hereof to install upoo 
some portion of the lands a substantial and adequate drilling outfit and to com- 
mence actual drilling operations. 

3. Within one year (three years in Alaska) from date hereof to drill one or 
more wells, not less than 6 Inches in diameter to a depth of at least 500 feet 
each, unless valuable deposits of oil or gas shall be sooner discovered. 

4. Within two years (four years in Alaska) from date hereof to drill one or 
more wells to a depth of at least 2,000 feet, unless valuable deposits of oil or 
gas shall be sooner discovered. 

5. Not to drill any well within 200 feet of any of the outer boundaries of 
the lands covered by this permit unless the adjoining lands have been patented 
or the title thereto otherwise vested in private owners. 

6. To carry on all operations hereunder in accordance with approved methods 
and practice; to use all reasonable precautions to prevent waste of oil or gas 
developed in the land, or the entrance of water through wells drilled by per- 
mittees to the oil sands or oil-bearing strata to the destruction or injury of 
the oil deposits, and to carry out, at the expense of the permittee, all reasonable 
orders of the Secretary of the Interior relative to prevention of waste and 
preservation of property, and to comply with such regulations as may be 
Issued by the Secretary of the Interior as to methods of operation. 

7. To furnish and maintain during the period of this permit a bond with 
qualified corporate surety in the sum of $ , conditioned against the fail- 
Tire of the permittee to repair promptly, so far as possible, any damage to 
the oil strata or deposits resulting from Improper methods of operation. 

8. That as to any lands covered by this permit embraced at the date hereof 
In any entry or patent with a reservation of the oil and gas deposits to the 
United States pursuant to the act of July 17, 1914 (38 Stat., 509), or the act 
of December 29, 1916 (39 Stat, 862), permittee shall reimburse such entry- 
men or patentee for all damage to crops and Improvements caused by drilling 
or other prospecting operations. 

9. That this permit is granted upon the express condition that the right is 
reserved to the Secretary of the Interior to permit upon such terms as he 
may determine to be just, for joint or several use, such easements or rights 
of way, including easements in tunnels upon, through, or in the lands covered 
thereby, as may be necessary* or appropriate to the working of the same, or 
of other lands containing the deposits described in the act under which this 
permit is granted. 

10. This permit is granted on the express condition that if any of the land 
covered thereby is embraced in a forest, reclamation, power, or other with- 
drawal, or is segregated for any particular purpose operations under this 
permit shall be so conducted as not to interfere with the administration and 
use of the land for the purpose for which withdrawn or segregated to a greater 
extent than may be determined by the Secretary of the Interior to be neces- 
sary for the most beneficial use of the land. 

11. The granting of this permit shall not preclude the allowance of entry, 
location, or selection of any of the lands included therein, where such entry, 
selection, or location is made with a reservation of the mineral deposits to 
the United States. 
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12. That vntil this permittee shall apply for a lease of one-quarter or more 
of the area included herein, he shall pay to the United States 20 per cent of 
the gross value of all oil or gas secured by him from the lands and sold or 
otherwise disposed of, or held by him for sale or other disposition. 

13. The Secretary of the Interior reserves the right and authority to cancel 
this instrument for failure of the permittee to comply with any of the condi- 
tions enumerated herein or to exercise due diligence in the work of develop- 
ment. 

14. Valid rights existing at the date of this permit will not be affected 
thereby. 

Dated this day of , 19—. 



Secretary of the Interior. 

7. Extension of life of permit. — If for any good reason the per- 
mittee is unable ; with the exercise of diligence, to test the land within 
two years, application for extension for not to exceed two years may 
be filed within the life of the permit, and must be accompanied by a 
showing under oath, corroborated, as to the causes that make such 
extension necessary, and as to what efforts have been made to comply 
with the condition of the permit; ordinarily no extension will be 
granted in the absence of the minimum amount of drilling required 
by the permit. This application should be addressed to the Secretary 
of the Interior, and be nled either in the district land office or in the 
General Land Office. This privilege is not applicable to Alaska. 

8. Reward for discovert. — Upon establishing to the satisfaction 
of the Secretary of the Interior that valuable deposits of oil or gas 
have been discovered within the limits of the land embraced in the 
permit, within the period of the permit or extension thereof, the per- 
mittee is entitled (a) to a lease of one-fourth of the land included 
in the permit, on a royalty of 5 per cent, or for at least 160 acres if 
there be that area in the permit; (i) to a preference right to a lease 
for the remainder of the land covered by his permit at such royalty 
as may be fixed by the Secretary of the Interior, not less than 12£ 
per cent in amount or value of the production, nor more than the 
royalties fixed for leases under section 18 of the act (sec. 19, par. o, of 
these regulations) , except that on that portion of the average produc- 
tion exceeding 200 barrels per day per well for the calendar month, the 
royalties shall be 33^ per cent for oil of 30 degrees Baume or over and 
25 per cent for oil of less than 30 degrees Baume. 

9. Penalty for default. — The permit will be subject to cancella- 
tion by the Secretary of the Interior for failure of the permittee to 
comply with any of the conditions enumerated therein or to exercise 
due diligence in the work of development. 

In the absence of discovery of oil or gas within the period of the 
permit or extension thereof, the permit will thereupon terminate and 
the lands or deposits will automatically revert to their original 
status, but the land will continue segregated pending action by the 
Land Department on any application for extension that is timely nled. 

10. Permits in Alaska. — The foregoing rules and regulations 
generally will apply to permits in Alaska, under section 13 of the act, 
but with some modifications, viz : 

(a) A person, association, or corporation is authorized to hold five 
permits at one time in said territory, but only one permit in the 
geologic structure of any one producing oil field; henc« subdivision 
c of section 4 of these regulations should be modified accordingly in 
making application for permits for lands in Alaska under section 13 
of the act 1 
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(h) The preference right treated under section 5 of these regula- 
tions extenas for a period of six months after the erection of monu- 
ment and posting or notice provided for therein, and the period for 
marking of the corners is extended to one year after the granting of 
the permit. 

(c) The time for exploratory work in Alaska is four years, instead 
of two, and there is no provision for extension of such period. The 
various items necessary in this exploratory work are set forth in the 
form of permit herein provided, the Alaskan period being included 
in parentheses, after the period prescribed in the States. 

11. Permits for reserved deposits. — The deposits of oil and gas in 
all lands for which a patent has issued with a reservation of the oil 
and gas to the United States, under the act of July 17, 1914 (38 Stat., 
509), subject to the preference right, if any, explained in the next 
succeeding section hereof, may be included in a permit under the 
provisions of this act, conditioned upon the permittee filing with the 
Secretary of the Interior a satisfactory bond or undertaking as 
security for the payment of all damages to crops and improvements 
on such lands by reason of prospecting, as required by the said act. 
(See G. L. O. Circular No. 393, 44 L. D., 32.) 

12. Preference right op owner op surface. — Under section 20 of 
the act a preference right to a prospecting permit is given to an 
entryman or owner of land not claimed under any railroad grant, 
under the following conditions : (1) The entry must have been made 
prior to February 25, 1920; (2) the entry must have been bona fide 
under and pursuant to the act under which made ; (3) the entry must 
have been made without a reservation of the oil and gas, for land 
unwithdrawn, not classified as oil and gas land, and not known to be 
valuable for its oil or gas deposits, at date of entrjr; (4) in case the 
entry is patented, it must have been with a reservation of the oil and 
gas to the Government ; if the entry is not patented, the entryman must 
waive all right under the entry to the oil and gas in the land ; (5) if 
the entry has been assigned or transferred, such assignment or trans- 
fer must have been prior to January 1 ? 1918. 

(a) Should an application for permit for entered or patented lands 
with a reservation of the oil and gas content to the United States be 
filed by a person other than the entryman or owner of the land, the 
applicant will be required to serve personal notice of such application 
upon the owner or owners of the land so entered or patented, with a 
warning therein that if said owner desires to exercise his preference 
right, if any. to a permit, he must file within 30 days his application 
therefor in the proper local land office. The applicant must furnish 
evidence of the service of notice on the owner and evidence that the 

Sarty served is the owner of the land involved, either by his affidavit, 
uly corroborated, or by certificate of the officer in whose office trans- 
fers of real property are to be recorded. 

(6) The preference-right applicant must show that he is entitled 
under the section above outlined, together with his qualifications, to 
hold a permit as previously set forth in these regulations, and if such 
an application be filed, the Secretary of the Interior will award the 
permit to the party entitled thereto. 

(e) If the land, either withdrawn or unwithdrawn, is covered by 
an unpatented nonmineral entry without a reservation of the ou 
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and gas content to the Government, a prospecting permit may not 
be granted so long as the entry subsists without such reservation. 
In cases where applications for prospecting permits are filed by 
persons other than the entrymen for land in this status such appli- 
cations will be referred to the United States Geological Survey for 
classification as to the prospective oil value of the land affected. If 
the Geological Survey shall conclude and report that the land em- 
braced in such a nonmineral entry is without prospective oil or gas 
value, the application for permit will be rejected as to such land; 
but ir the Geological Survey shall report that the land has a prosr 
pective oil or gas value and offers a favorable opportunity for pros- 
pecting operations, then the General Land Office will direct the 
proper local officers to serve notice on the nonmineral entryman to 
the effect that said land has been reported as valuable for its oil 
or gas content, and that the said entryman will be allowed fifteen 
(15) days within which (1) to file in the local office his consent to a 
reservation to the Government of the oil and gas content of the land 
embraced in his entry and in which to exercise his preference right, 
if any, to a prospecting permit for said land by filing a proper appli- 
cation therefor, or (2) to show cause, if any tnere be, why he should 
not consent to the mineral reservation, failing in either of which 
his entry will be canceled without further notice. The local office 
will thereupon report the action taken to the commissioner, where- 
upon (1) if the nonmineral entryman shall have failed to take any 
action, order of cancellation of the nonmineral entry will be made 
and action taken on the prospecting permit accordingly; (2) if 
consent to the reservation shall have been filed, a prospecting per- 
mit will be granted to the entryman or the former applicant, as the 
case may be, for the reserved mineral deposits; (3) if the nonmineral 
entryman shall submit a showing why the entry should not be im- 
pressed with a reservation of the mineral to the Government, such 
showing will be referred to the Geological Survey for consideration 
and report. If upon the receipt of such report the department shall 
conclude that the land is without mineral value, the application for 
prospecting permit will be rejected; but if the department shall 
conclude that, notwithstanding the showing made by the entryman, 
the land has a prospective on and gas value, such action will be 
taken as the facts may warrant. 

From the above it will be seen that it is desirable on the part of 
any applicant for a prospecting permit for land already embraced in 
a nonmineral entry without a reservation of the mineral, and like- 
wise desirable on the part of any nonmineral entryman who is con- 
tending that the land is nonmineral in character, to submit with their 
respective applications or showings as complete and accurate geologi- 
cal data as may be procurable, preferably the reports and opinions of 
qualified experts. 

t (d) In case of conflict between a preference-right claim under sec- 
tion 20 of the act and one claimed by virtue of section 18 or 19, the 
issue will be determined on the basis of priority. 

(e) Claimants under this section of the act may combine their 
holdings for the purpose of making joint application for a permit, 
provided the aggregate area does not exceed 2,560 acres and that all 
the lands for which application is made are within an area of 6 miles 
square or within the same township. 
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(/) The right of a permittee under a preference-right permit to 
a lease after discovery is governed by other provisions of tne act, as 
set forth in section 8 of these regulations. 

12J. Assignment or permits. — Permits, after being awarded, may 
be assigned to qualified persons or corporations upon first obtaining 
consent of the Secretary of the Interior. Mere rights to receive a 
permit are not assignable. 

IL— OIL AND GAS LEASES. 

13. Designation and ofter of lands for lease.— Pursuant to the 
provisions of section 17 of the act, the unappropriated deposits of 
oil or gas situated within known geologic structures of producing oil 
or gas fields, and the lands containing same, will be divided into 
leasing blocks or tracts in areas not exceeding 640 acres each, and not 
exceeding in length two and one-half times their width, and offered 
for lease at a stated royalty by competitive bidding to the highest 
responsible bidder having the qualification prescribed by section 15, 
paragraph (a) hereof. 

14. Notice of lease offer. — Notice of the offer of lands for lease 
will be given by publication in a newspaper of general circulation 
in the county in wnich the lands or deposits are situated for a period 
of 30 days; such notice will state the day and hour on which the 
offering will be made at public auction at the United States land 
office of the district in which the lands are situated, to the qualified 
bidder offering the highest bonus for the lease at the stated rental 
and royalty. Copy of the notice will be posted in said local office 
during the period of publication. This notice will be published at 
the expense of the Government. All bidders at any such auction are 
warned against violation of the provisions of section 59 of the United 
States Criminal Code, approved March 4, 1909, prohibiting unlawful 
combination or intimidation of bidders. 

15. Auction of lease. — At the time fixed in the notice, the register 
or receiver will, by public auction, offer the land for lease on the 
terms and conditions as to payments of royalties and rents fixed in 
the notice, to the qualified bidder of the highest amount offered as a 
bonus for the privilege of leasing the land. The successful bidder 
must deposit with the receiver on the date of the sale, certified check 
on a solvent bank, or cash, for one-fifth of the amount bid by him, 
which payment the receiver will credit to " Trust funds — Unearned 
monevs." At the time of such payment the successful bidder will 
also file the requisite showing of his qualifications to receive a lease, 
which shall include the following: 

(a) Proof of citizenshin of applicant; by affidavit of such fact. 
if native born, or if naturalized, by certified copy of the certificate oi 
naturalization, on the form provided for use in public land matters, 
unless such copy is already on file ; if a corporation, by certified copy 
of the articles of incorporation and a showing as to the residence 
and citizenship of its stockholders. 

(6) The affidavit of the bidder or the affidavit of one of the officers 
of a corporate bidder that the bidder does not hold another lease 
in the geologic structure of the same producing oil or gas field, 
nor more than two leases, or a lease and a permit, in the State, 



Digitized by LiOOQ IC 



17 

except under sections 18, 18<*, 19, and 22 of the act: and also that 
the acceptance of the lease by such successful bidder will not be 
in violation of the provisions of section .27 of the act relative to 
excess holdings by individuals or corporations. 

The register and receiver will thereupon transmit such showing, 
together with a report of the proceedings had at the auction, by 
special letter to the Commissioner of the General Land Office. 

16. Awabd of lease. — On receipt of the report of the auction 
from the register and receiver, the Secretary of the Interior will 
take action thereon, and either award the lease to the successful 
bidder or reject same, notice of which will be forthwith transmitted 
to the bidder through the local office. If the lease shall be awarded, 
the notice will be accompanied by copies of leases for execution by 
the lessee, who shall, within 30 days from receipt of such notice, 
execute said leagte in triplicate, and pay to the receiver the balance 
of the bonus bid by him, together with the first year's rental, and 
also cause to be filed in the Land Office the bond required by section 2 
(a) of the lease ; in lieu of such bond, Liberty bonds will be taken 
at par in the amount of the bond, as provided m the act of February 
24, 1919 (40 Stat., 1148). If the bid be rejected, the receiver will 
return by his official check the deposit made at the auction. In case 
of the award of a lease and failure on the part of the bidder to 
execute same, and otherwise comply with the applicable regulations, 
the deposit made will be considered forfeited and disposed of as 
other receipts under this act. 

17. Form op lease. — The lease referred to in the preceding sections 
will be in form and substance substantially as follows : 



U. S. Land Office ■ 
Serial No. • 

Department of the Intebiob. 

Lease of oil and gas lands under the act of February 25, 1926. 

Date — Parties. — This indenture of lease entered into, in triplicate, this • 



day of A. D., 19 — , by and between the United States of America, acting 

In this behalf by the Secretary of the Interior, party of the first part, hereinafter 

called the lessor, and of , party of the second part, hereinafter 

called the lessee, under, pursuant, and subject to the terms and provisions of 
the act of Congress approved February 25, 1920, Public No. 146, entitled " An 
act to promote the mining of coal, phosphate, oil, oil shale, gas, and sodium on 
the public domain," hereinafter referred to as the act, which is made a part 
hereof, witnesseth: 

Section Tl Purposes. — That the lessor in consideration of rents and royalties 
to be paid, and the covenants to be observed as herein set forth, doea hereby 
grant and lease to the lessee the exclusive right and privilege to drill for, mine, 
extract, remove, and dispose of all the oil and gas deposits in or under the 

following described tracts of land situated in the county of , State of 

1 and more particularly described as follows: containing 

acres, more or less, together with the right to construct and maintain 

thereupon all works, buildings, plants, waterways, roads, telegraph or telephone 
lines, pipe lines, reservoirs, tanks, pumping stations, or other structures neces- 
sary to the full enjoyment hereof, for a period of 20 years, with the preferential 
right in the lessee to renew this lease for successive periods of 10 years, upon 
such reasonable terms and conditions as may be prescribed by the lessor, unless 
otherwise provided by law at the time of the expiration of such periods. 
Sec. 2. In consideration of the foregoing, the lessee hereby agrees : 
(a) Bond. — To furnish a bond with approved corporate surety in the penal 
torn of $5,000, conditioned upon compliance with the terms of the lease. 

, 14818°— 20 8 
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(5) Commence drilling. — The lessee agrees, within three months from deliver/ 
of executed lease, to proceed with reasonable diligence to install on the leased 
ground a standard or other efficient drilling outfit and equipment, and to com- 
mence drilling at least one well, and to continue such drilling with reasonablt 
diligence to production, or to a point where the well is demonstrated unsuccess- 
ful, and thereafter to continue drilling with reasonable diligence at least one 
well at a time until the lessee shall have drilled wells equal in number to tfai 
number of 40-acre tracts embraced in the leased premises, unless the lessor 
shall, for any reason deemed sufficient, consent in writing to the drilling of a 
less number of wells ; the lessee further agrees to drill all necessary wells fairly 
to offset the wells of others on adjoining land or deposits not the property of 
the United States. 

(c) Royalty and rents. — To pay the lessor in advance,' beginning with the 
date of the execution of this lease, a rental of $1 per acre per annum during thi 
continuance hereof, the rental so paid for any one year to be credited on the 

royalty for that year, and, in addition to such rental, a royalty of per 

cent of the value of oil or gas produced from the land leased herein (except oil 
or gas used for production purposes on said lands or unavoidably lost), or, on 

demand of the lessor, per cent of the oil or gas produced (except oil or 

gas used for production purposes on said lands, or unavoidably lost), in which 
case credit for rent shall be on the basis of the current field price of oil, the 
royalty, when paid in value, to be due and payable monthly on the 15th of each 
month following the month in which produced, to the receiver of public moneys 
of the proper land district ; and when paid in kind, ±o be delivered in the field 
where produced at such times, and in such manner lis may be required by the 
lessor; such royalties, whether in value or kind, shall be subject to reduction 
whenever the average daily production of any oil well shall not exceed 10 barrels 
per day, if in the judgment of the lessor the wells can not be successfully oper- 
ated upon the royalties fixed herein. 

(d) Sales contract. — To file with the Secretary of the Interior copies of all 
sales contracts for the disposition of oil and gas produced hereunder, except 
for production purposes on the land leased, and, in the event the United States 
shall elect to take its royalties In money instead of in oil or gas, not to sell or 
otherwise dispose of the products of the land leased, except in accordance with 
a sales contract or other method first approved by the Secretary of the Interior. 

(e) Monthly statement. — To furnish monthly statements in detail in such 
form as may be prescribed by the lessor, showing the amount, quality, and 
value of all oil and gas produced and saved during the preceding calendar 
month as the basis for computing the royalty due the lessor. The leased prem- 
ises, and all wells, improvements, machinery, and fixtures thereon or connected 
therewith, and all books and accounts of the lessee shall be open at all times 
for the inspection of any duly authorized officer of the department 

(f) Plats and reports. — To furnish annually and at such times as the Sec*' 
retary shall require, in the manner and form prescribed by the Secretary of the 
Interior, a plat showing all development work and improvements on the 
leased lands, and other related information, with a report as to all buildings* 
structures, or other works placed in or upon said leased lands, accompanied by 
a report in detail as to the stockholders, investment, depreciation, and cost of 
operation, together with a statement as to the amount and grade of oil and 
gas produced and sold, and the amount received therefor, by operations here- 
under. 

iff) Log of wells. — To keep a log in the form prescribed by the Secretary 
of all the wells drilled by the lessee, showing the strata and character of the 
ground passed through by the drill, which log, or copy thereof, shall be fur- 
nished to said lessor on demand. 

(h) Diligence— Prevention of waste — Health and safety of workmen.— To 
exercise reasonable diligence in drilling and operating wells for the oil and 
gas on the lands covered hereby while such products can be secured in paying 
quantities, unless consent to suspend operations temporarily is granted by the 
Secretary of the Interior ; to carry on all operations hereunder in a good and 
workmanlike manner, in accordance with approved methods and practice, 
having due regard for the prevention of waste of oil or gas developed on thi 
land, or the entrance of water through wells drilled by the lessee to the oil 
sands or oil-bearing strata, to the destruction or injury of the oil deposits, 
the preservation and conservation of the property for future products 
operations, and to the health and safety of workmen and employees ; to pluf 
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securely any wen before abandoning tbe same so as to effectually shut off all 
water from the oil or gas bearing strata; not to drill any well within 200 
feet of any of the outer boundaries of the lands covered hereby unless the 
adjoining lands have been patented or the title thereto otherwise rested in pri- 
vate owners ; to conduct all mining, drilling, and related productive operations 
subject to the inspection of the lessor; to carry out at expense of the lessee 
all reasonable orders and requirements of lessor relative to prevention of 
waste and preservation of the property and the health and safety of workmen, 
and on failure so to do the lessor shall have the right to enter on the property 
to repair damage or prevent waste at lessee's cost ; to abide by and conform 
to regulations in force at the time the lease is granted covering the matters 
referred to in this paragraph : Provided, That lessee shall not be held responsi- 
ble for delays or casualties occasioned by causes beyond lessee's control. 

(i) Taxes and toages— Freedom of purchase.— To pay when due all taxes 
lawfully assessed and levied under the laws of the State upon improvements, 
oil, and gas produced, from the lands hereunder, or other rights, property, or 
assets of the lessee; to accord all workmen and employees complete freedom 
of purchase, and to pay all wages due workmen and employees at least twice 
each month in the lawful money of the United States. 

(/) Reserved deposits. — To comply with all statutory requirements and regu- 
lations thereunder, If the lands embraced herein have been or shall hereafter be 
disposed of under laws reserving to the United States the deposits of oil and 
gas therein, subject to such conditions as are or may hereafter be provided 
by the laws reserving such oil or gas. 

(k) Excess holdings. — To observe faithfully the provisions of section 27 of 
the act defining the interest or Interests that may be taken, held, or exercised 
under leases authorized by said act 

(I) Assignment of lease. — Not to assign this lease or any interest therein, nor 
sublet any portion of the leased premises, except with the consent in writing of 
the Secretary of the Interior first had and obtained. 

(m) Deliver premises in case of forefiture.^-Wo deliver up the premises leased, 
with all permanent improvements thereon, in good order and condition in case 
of forfeiture of this lease. 

Sec. 3. The lessor expressly reserves : 

(a) Rights reserved — Easements and rights of troy.— The right to permit for 
joint or several use such easements or rights of way, including easements in 
tunnels upon, through, or in the lands leased, occupied, or used as may be 
necessary or appropriate to the working of the same or of other lands con- 
taining the deposits described in said act, and the treatment and shipment of 
products thereof by or under authority of the Government, its lessees, or 
permittees, and for other public purposes. 

(6) Disposition of surface. — The right to lease, sell, or otherwise dispose of 
the surface of the lands embraced within this lease under existing law or laws 
hereinafter enacted in so far as said surface is not necessary for the use of tbe 
lessee in the extraction and removal of the oil and gas therein. 

(c) Pipe lines to convey at reasonable rates. — The right to require the lessee, 
his assignee, or beneficiary, if owner, or operator of, or owner of a controlling 
interest in any pipe line, or any company operating the same which may be 
operated accessible to the oil derived from lands under such lease, to accept 
and convey at reasonable rates and without discriminating the oil of the Gov- 
ernment or of any citizen or company, not the owner of any pipe line, operating 
a lease or purchasing oil or gas under the provisions of this act. ^ 

(d) Monopoly and fair prices. — Full power and authority to carry out and 
enforce all the provisions of section 30 of the act, to insure the sale of the 
production of such leased lands to the United States and to the public at 
reasonable prices to prevent monopoly and to safeguard the public welfare. 

(e) Helium. — Pursuant to section 1 of the act, the lessor reserves the right 
to take all helium from any gas produced under this lease, but the lessee 
shall not be required to extract and save the helium for the lessor; 
in case the lessor elects to take the helium, the lessee shall deliver all gas 
containing same, or portion thereof desired, to the lessor in the manner 
required by the lessor, for the extraction of the helium in such plant or 
reduction works for that purpose as the lessor may provide, whereupon 
the residue shall be returned to the lessee with no substantial delay in the 
delivery of gas produced from the well to the purchaser thereof; provided, 
that the lessee shall not, as a result of the operation in this section provided 
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for, suffer a diminution in value of the gas from which the helium has been 
extracted, or loss otherwise, for which the lessee is not reasonably compen- 
sated, save for the value of the helium extracted ; the lessor further reserves 
the right to erect, maintain, and operate any and all reduction works and 
other equipment necessary for the extraction of helium on the premises leased 

Sec. 4. Surrender and termination of lease, — The lessee may, on consent of 
the Secretary of the Interior first had and obtained in writing, surrender and 
terminate this lease upon the payment of all rents, royalties, and other obli- 
gations due and payable to the lessor, and upon payment of all wages and 
moneys due and payable to the workmen employed by the lessee, and upon a 
satisfactory showing to the Secretary that the public interest will not be 
impaired; but in no case shall such termination be effective until the lessee 
shall have made full provision for conservation and protection of the properly; 
upon like consent had and obtained the lessee may surrender any legal 
subdivisions of the area included herein. 

Sec. 5. Purchase of materials, etc., on termination of lease. — Upon the expi- 
ration of this lease, or the earlier termination thereof pursuant to the last 
preceding section, the lessor or another lessee may, if the lessor shall so 
elect within six months from the termination of the lease, purchase all 
materials, tools, machinery, appliances, structures, and equipment placed in 
or upon the land by the lessee, and in use thereon as a necessary or useful 
part of an operating or producing plant, on the payment to the lessee of 
such sum as may be fixed as a reasonable price therefor by a board of three 
appraisers, one of whom shall be chosen by the lessor, one by the lessee, and 
the other by the two so chosen; pending such election all equipment shall 
remain in normal position. If the lessor, or another lessee, shall not, within 
six months, elect to purchase all or any part of such materials, tools, machin- 
ery, appliances, structures, and equipment, the lessee shall have the right 
at any time, within 90 days, to remove from the premises all the materials, 
tools, machinery, appliances, structures, and equipment which the lessor 
shall not have elected to purchase, save and except casing in wells and other 
equipment or apparatus necessary for the preservation of the well or wells. 

Sec. 6. Judicial proceedings in case f o/ default. — If the lessee shall fail to 
comply with the provisions of the act or make default in the performance or 
observance of any of the terms, covenants, and stipulations hereof, or of the 
general regulations promulgated and in force at the date hereof, and such default , 
shall continue after service of written notice thereof by the lessor, then the 
lessor may institute appropriate judicial proceedings for the forfeiture and 
cancellation of this lease in accordance with the provisions of section 31 of said 
act; but this provision shall not be construed to prevent the exercise by the 
lessor of any legal or equitable remedy which the lessor might otherwise have. 
A waiver of any particular cause of forfeiture shall not prevent the cancellation 
and forfeiture of this lease for any other cause of forfeiture, or for the same 
cause occurring at any other time. 

Sec. 7. Ifeirs and successors in interest. — It is further covenanted and agreed 
that each obligation hereunder shall extend to and be binding upon and every 
benefit hereof shall inure to the heirs, executors, administrators, successors, or 
assigns of the respective parties hereto. 

Sec. 8. Unlawful interest. — It is also further agreed that no Member of or 
Delegate to Cougress or Resident Commissioner, after his election or appoint- 
ment, or either before or after he has qualified, and during his continuance in 
office, and that no officer, agent, or employee of the Department of the Interior 
shall be admitted to any share or part in this lease or derive any benefit that 
may arise therefrom, and the provisions of section 3741 of the Revised Statutes 
of the United States, and sections 114, 115, and 116 of the Codification of the 
Penal Laws of the United States approved March 4, 1909 (35 Stat, 1109), re- 
lating to contracts enter into and form a part of this lease so far as the same 
may be applicable. 

In witness whereof 

The United States of America, 

By [us s.1 

Witness: • — 

[L.S.1 

[L.S.] 

■■ [L.fl.1 
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Bond required under paragraph 2a of the lease should be in sub- 
stantially the following form : 

Department op the Interior 

general land office. 

U. S. Land Office — ~ 
Serial Number 

Bond of oil and gas lessee. 
[Act of Feb. 25, 1920 (Public No. 146).] 

Know all men by these presents, That we, , of the county 

df , in the State of , as principal, and of the county of , 

in the State of , as surety, are held and firmly bound unto the United 

States of America in the sum of dollars, lawful money of the United 

States, for the use and benefit of the United States and of any entryman or 
patentee of any portion of the land covered by the hereinafter described lease 
heretofore entered or patented with a reservation of the oil and gas deposits 
to the United States, to be paid to the United States, for which payment, well 
and truly to be made, we bind ourselves, and each of us, and each of our heirs, 
executors, administrators, successors, and assigns, jointly and severally by 
these presents. 

Signed with our hands and sealed with our seals this day of , in 

the year of our Lord one thousand nine hundred and . 

The condition of the foregoing obligation is such that — 

Whereas the said principal, by instrument dated , has been granted 

the exclusive right to drill for, mine, extract, remove, and dispose of all the 

oil and gas deposits in or under the following described lands , 

under and pursuant to the provisions of the act approved February 25, 1920 
(Public No. 146) ; and 

Whereas the said principal has by such instrument entered into certain cove- 
nants and agreements set forth therein, under which operations are to be con- 
ducted : 

Now, therefore, if said principal shall faithfully comply with all the provisions 
of the above described lease, then the above obligation is to be void and of no 
effect, otherwise to remain in full force and virtue. 

Signed, sealed, and delivered in presence of — 
Name and address of witness: 

[L. S.J 

Principal. 

[L.S.] 



Surety. 



Where Government bonds are deposited as security in lieu of a 
surety bond, in compliance with paragraph 2 (a) of the lease form, 
same should be accompanied with a combined bond and power of at- 
torney to sell, duly executed by the lessee, along the same general 
lines as the form set out in paragraph 4 (A) of these regulations with 
suitable changes made in the condition of the bond to correspond with 
the condition in the lease bond, form for which is above set out, 

III.— RELIEF MEASURES. 

Sections 18. 19, and 22 of the act provide for the "relief," so called, 
of certain denned claimants of oil and gas lands, who at date of the 
act had not perfected their claims under the preexisting mining laws, 
and are prevented from doing so by withdrawal of the land or by 
this act 
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18. Conditions for belief under section is : 

(a) That the land claimed must have been included in the Execu- 
tive order of withdrawal of September 27, 1909, and must have re- 
mained so withdrawn. 

(6) That the claim must have been initiated under the placer 
mining laws prior to July 3, 1910, and claimed and possessed con- 
tinuously from that time. 

(o) That no claimant who has acquired any interest in the land 
since September 1, 1919, from another claimant who, on that date or 
since that time, was, or is claiming or holding, more than the maxi- 
mum allowed a claimant under section 18 of the act, may secure a 
lease under section 18, or any interest therein. This limitation does 
not, however, apply to an exchange of an interest in such lands made 
prior to January 1, 1920, which did not increase or reduce the area 
or acreage held or claimed, in excess of the maximum by either party 
to the exchange. 

(d) That claimant or predecessors must have drilled an oil or gas 
well on the land to discovery. 

(e) That all conflicting claims asserted prior to July 1, 1919, must 
have been disposed of, as provided in section 28 hereof or otherwise. 

(/) That no claimant who has been guilty of any fraud or who 
had knowledge or reasonable grounds to Know of any fraud, or 
who has not acted honestly and in good faith, shall be entitled to any 
of the benefits of this section. 

{g) That claimant must, on or before August 25, 1920 ? file a 
relinquishment to the United States of all rignt, title, and interest 
in and to the land, together with an application for a lease. This 
relinquishment may be in the form of an unconditional quitclaim 
deed, duly executed and acknowledged, but not recorded, and when 
filed will be held for such action as the facts and the law in the 
case warrant and require. 

(h) That claimant must pay for one-eighth of the value at the 
time of production of all oil and gas produced prior to date of 
filing relinquishment and application for relief, exclusive of oil and 
gas used on the land for production purposes, or unavoidably lost. 

19. Relief that may be granted under section is : 

(a) Lands not in naval petroleum reserves. — A qualified claimant, 
upon complying with the provisions of the act and these regulations, 
will be entitled to a 20-year lease from the United States, commenc- 
ing and effective as of the date of filing relinquishment and applica- 
tion for relief, substantially in the form prescribed in section 17 
hereof, at a royalty to be fixed by the Secretary of the Interior, but 
not less than 12£ per cent of all oil and gas produced exclusive of 
that used for production purposes on the claim, or unavoidably lost 
There is, however, a limitation placed by the act upon the acreage 
that may be included in such lease. If the geologic oil or gas struc- 
ture of the producing field in which the claim is situated does not 
exceed 640 acres in area the lease may include the entire area if 
covered by the claim ; but if the area of such structure exceeds 640 
acres the act provides that not more than one-half of the area, same to 
be selected by the claimant but in no case to exceed 3,200 acres, may 
be leased to any one claimant. 
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(J) Lands in naval petroleum reserves. — If the land claimed is 
within a naval petroleum reserve the claimant will be entitled to 
lease only the producing wells on the claim, together with an area 
of land sufficient for the operation of such wells, upon a royalty to 
be fixed by the Secretary of the Interior, but not less than 12£ per 
cent of the production, except that used tor production purposes on 
the claim or unavoidably lost The act forbids the drilling of any 
wells in lands subject to this provision within 660 feet of the leased 
wells without the consent of the lessee. It further provides that the 
President may, in his discretion, lease the remainder or any part 
of the claim on which such wells nave been drilled, and in the event 
of such leasing the claimant shall have a preference to such lease. 
The President may also permit the lessee of any well to drill addi- 
tional wells within the limited area of 660 feet upon such terms and 
conditions as he may prescribe. These terms and conditions can not 
be prescribed here, but will be determined on the merits in each 
separate case. 

(c) Royalties. — The royalties payable under leases granted pur- 
suant to section 18 of the act are cumulative, and are hereby de- 
termined and prescribed as follows: 

For all oil produced of 30° Baum6 or over upon each claim on 
which the wells average not exceeding 20 barrels per day per well 
for the calendar month, 12 J per cent ; upon each claim on which the 
wells average more than 20 barrels and not more than 50 barrels i>er 
day per well for the calendar month, 16$ per cent ; upon each claim 
on which the wells average more than 60 barrels and not more than 
100 barrels per day per well for the calendar month, 20 per cent; 
upon each claim on which the wells average more than 100 barrels 
pier day per well for the calendar month, 25 per cent. 

For all oil produced of less than 30° Baum6 upon each claim on 
which the wells average not exceeding 20 barrels per day per well for 
the calendar month, 12J per cent; upon each claim on which the 
wells average more than 20 barrels and not more than 50 barrels 
per day per well for the calendar month, 14f per cent ; upon each 
claim on which the wells average more than 50 barrels and not 
more than 100 barrels per day per well for the calendar month, 16$ 

Eer cent ; upon each claim on which the wells average more than 100 
arrels per day per well for the calendar month, 20 per cent. 

Only wells which have a commercial production during at least 
a part of the month shall be considered in ascertaining the average 
production herein, and the Secretary of the Interior shall determine 
what are commercially productive wells under this provision. 

The royalties on gas- produced, if any, will be fixed and deter- 
mined in each lease. 

20. Conditions for reuef under section 19 : 

A. For permit. — (a) That the land must not be in a naval petro- 
leum reserve. 

(6) The applicant or his predecessor in interest must have been 
an occupant or claimant of the land on or before October 1, 1919, 
under a claim initiated under the placer mining laws, when the land 
was not withdrawn, provided that a transferee of such a claim sub- 
sequent to October 1, 1919, will not be permitted to hold permits 
under section 19 of the act to exceed 2,560 acres in the same geologic 
tfructure, nor for more than three times that area in the same State. 
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(c) That claimant, by himself or predecessor in interest, must 
have performed all acts under the preexisting laws necessary to 
valid locations, except to make discovery. 

(d) That prior to February 25, 1920, claimant must have per- 
formed work or expended on or for the benefit of such locations an 
amount equal in the aggregate to $250 for each location. 

(e) That no claimant who has been guilty of any fraud or who 
haa knowledge, or reasonable grounds to know of any fraud, or who 
has not acted honestly and in good faith, shall be entitled to any of 
the benefits of this section. 

(/) That claimant must, on or before August 25, 1920, file a re- 
linquishment to the United States of all right, title, and interest in and 
to the land, together with an application for a permit. This relin- 

Suishment may be in the form of an unconditional quit-claim deed, 
ulv executed and acknowledged, but not recorded, and when filed 
will be held for such action as the facts and the law in the case war- 
rent and require. 

B. For lease. — The conditions necessary to obtaining a lease under 
section 19 of the act are identical with those outlined in paragraphs 
( a )> (&)> ( e )\ an d (/)> f° r permits, together with the following ad- 
ditional conditions: 

(a) That claimant must have made a discovery of oil or gas on or 
before February 25, 1920. 

(6) That claimant must not be entitled to relief on the land in 
question under section 18 of the act. 

(c) That claimant must pay for one-eighth of the past production 
up to date of filing application for relief, exclusive of that used on the 
land for production purposes or unavoidably lost. 

21. Relief that may be granted under section 19 : 

(a) A claimant qualified under the above conditions relating to 
permits, upon complying with the provisions ©f the act and these 
regulations, will be entitled to a prospecting permit upon the same 
terms, conditions, and limitations as to acreage, as other permits pro- 
vided for in the act, substantially in form prescribed in section 6 
hereof. 

(6) A claimant qualified under the above conditions relating to 
leases is entitled to a 20-year lease from the United States, effective 
from date of filing application for relief, substantially in the form 
prescribed in section 17 hereof, the royalty to be fixed by the Secre- 
tary of the Interior, but such royalty may not be less than 12£ per 
cent of all oil and gas produced exclusive of that used for production 
purposes on the land or unavoidably lost. In the event the land is 
in the geologic structure of proven territory' at the time of granting 
the permit under this section, the royalty required under the lease 
based thereon shall not be less than 12^ per cent, but if at the time 
the permit is granted the land is not in proven territory the amount 
of royalty will be governed by the general terms of the act as set out 
in section 14 thereof. 

22. Alaska claims — Conditions for relief under section 22: 
A. For permit. — (a) That claimant must have been an occupant 

or claimant of the land on February 25, 1920, under a claim initiated 
under the placer mining laws by claimant or predecessors prior to 
November 3, 1910, the date of the Executive order withdrawing all 
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public lands in Alaska containing petroleum deposits, including those 
in national forests. 

(6) That claimant must have performed all acts prior to November 
8, 1910, under the then existing laws necessary to valid locations ex- 
cept to make discovery. 

(c) That claimant, (1) prior to November 3, 1910, must have made 
substantial improvements for the discovery of oil or gas on or for 
each location ; or (2) prior to February 25, 1920, expended not less 
than $250 in improvements on or for the benefit of each location. 

(d) That claimant must on or before February 25, 1921, or within 
six months after final denial or withdrawal of application for patent, 
file a relinquishment to the United States of all right, title, and in- 
terest in and to the land. This relinquishment mu^b be in the form 
of an unconditional quitclaim deed, duly executed and acknowledged, 
but not recorded, and when filed will be held for such action as the 
facts and the law in the case warrant and require. 

In addition to the above, the conditions outlined in paragraph (e) 
of section 20 hereof are applicable to relief in Alaska. 

B. For lease. — The conditions necessary to obtaining a lease under 
section 22 of the act are identical with those outlined in the para- 
graphs relating to permits in Alaska together with the following 
additional conditions : 

(a) That claimant or predecessors must have drilled an oil or 
gas well on the land to discovery. 

(6) That claimant must pay for one-eighth of the past production 
exclusive of that used on the land for production purposes or un- 
avoidably lost. 

23. Alaska claims — Relief that mat be granted tjndek sec- 
tion 22: 

(a) A claimant qualified under the above conditions relating to 
permits, upon complying with the conditions of the act and these 
regulations will be entitled to prospecting permits under the same 
terms and conditions as other permits in Alaska provided for in 
section 13 of the act, substantially in the form prescribed in section 6 
hereof. 

(6) A claimant qualified under the above conditions relating to 
leases is entitled to a lease substantially in the form prescribed in 
section 17 hereof, the rental and royalty to be fixed by the Secretary 
of the Interior and specified in tne lease, subject to readjustment 
at the end of each 20-year period of the lease. 

(c) Only five permits or leases in the aggregate may be held at 
any one time by any claimant, and not more than 1,280 acres may 
be included in one permit under section 22 of the act. 

23^. Royalties and rentals on oil and gas leases in Alaska.—* 
The royalties and rentals payable under oil and gas leases granted in 
Alaska pursuant to sections 14 and 22 of the act of February 25, 
1920 (Public No. 146), are hereby determined and prescribed as fol- 
lows: 

(a) For leases granted under section 22 of the act, thfe royalty 
shall be: (1) For the first five years from and after the date of the 
lease, no royalty, except in the case of leases whereon the producing 
wells yield an average of 100 barrels or more per well per day for 
the calendar month, in which event the royalty shall be 5 per cent 
14818°— 20 i 
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• 

of all oil produced; (2) for the second period of five years from and 
after the date of each lease under section 22 of the act the royalty 
upon all leases shall be 5 per cent; (3) for the succeeding 10 years the 
royalty upon all leases under section 22 of the act shall tie 10 per 
cent of all oil produced. 

(6) Upon leases granted in Alaska under section 14 of the act, 
the permittee who discovers oil will be entitled to a lease for one- 
fourth of the area of the permit without payment of royalty for 
the first five years succeeding the date of the lease and thereafter 
shall pay a royalty of 5 per cent upon all oil produced. On the re- 
maining lands included within the area of the permit, the permittee 
will be given a preference right to a lease without payment of royalty 
for the first five years succeeding the date of the lease, except in the 
case of leases whereon the producing wells yield an average of 100 
barrels or more per well per day for the calendar month, in which 
event the royalty shall be 5 per cent ; for the second five years, the 
lessee will be required to pay a royalty of 5 per cent upon all oil 
produced, and for the succeeding 10 years, a royalty of 10 per 
cent upon all oil produced. 

(o) jSo royalty will be charged in any case upon leases wherein 
the wells upon the lands average less than 10 barrels per well per 
day for the calendar month. 

\d) No rental upon any #il or gas lease in Alaska will be charged 
during the first five years succeeding the date of the lease. After 
the expiration of the first five years succeeding the date of the lease, 
a rental of 10 cents per acre per annum will be charged on all leases, 
payable in advance : Provided, That the rentals so paid for any one 
year shall be credited upon the royalties accruing for that year. 

(e) The royalties on gas produced, if any, will be fixed and deter- 
mined in each lease. 

24. Beneficiaries under leases or permits. — All leases or permits 
under sections 18, 19, and 22 shall inure to the benefit of the claimant 
and all persons claiming through or under him by lease, contract, 
or otherwise, as their interests may appear, subject to the same limi- 
tations as to area and acreage as is provided for claimant, but such 
persons will not necessarily be made parties to Government leases, 
and may assert their rights in the courts. Disputes of this character 
are not to be confused with adverse claims based upon independent 
title, hereinafter referred to. (See sec. 28 hereof*) 

24|. Who mat applt. — All proper parties to a claim for relief 
under section 18, 19, or 22 of the act should join in the application, 
but, if for any sufficient reason that is impracticable, any person 
claiming a fractional or undivided interest in such claim may make 
application for a lease or permit, stating the nature and extent of his 
interest, and the reasons for nonjoinder of his co-owner or co-owners. 
In cases where two or more applications are made for the same claim 
or part of a claim, leases or permits will be granted to one or more 
of the claimants, as the law and facts shall warrant and as shall be 
deemed just. 

25. Form and contents of application. — No set forms of applica- 
tion for a lease under section 18, 19, or 22, or a permit unaer sec- 
tion 19 or 22 of the act can be prescribed because the facts and 
circumstances pertaining to claims for relief are so varied. Applica- 
tions for such leases or permits must be made under oatk and the 
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supporting documents and papers certified or tinder oath so far as 
practicable. The application, with all the accompanying papers, 
should be filed in the United States land office of the district in 
which the land is situated. Applications and supporting papers 
need not be executed in duplicate, but one complete copy of each 
application and supporting papers (except abstract of title) should 
be filed with the application, whicn copy will be transmitted by 
the register and receiver to tne Chief 01 Field Division and nota- 
tion to that effect made on the original. The application should 
contain full information as to the tacts upon which the applicant 
relies for relief, covering the following points and such additional 
matters as may, from the peculiar facts in the case, be material in the 
establishment of his claim under the law : 

!a) Date of application for lease or permit. 
b) Applicant's name, post-office address and citizenship. 
c) Description of lama. — The land for which the application is 
made must be described by legal subdivisions of section, township, 
and range, if surveyed; if not surveyed, then by metes and bounds 
and courses and distances from some permanent monument. If the 
application is for a lease^ of unsurveyed land, the applicant, after 
he has been awarded the right to a lease, but before issuance thereof, 
will be required to deposit with the United States surveyor general 
of the State in which the land is situated the estimated cost of 
making a survey of the land, the balance, if any, after the survey 
is completed to be returned. 

(d) Origin and basis of applicant's claim for relief. — The appli- 
cant must bring his claim clearly within all the requirements of the 
act as specifically pointed out in sections 18, 20, and 22 of these regu- 
lations. Every application must be supported by a duly certified 
abstract of title to the land brought up to the date of filing the 
application. In the event an abstract of title is already on file in 
the Land Department, a supplemental abstract extending over the 
period or periods not covered by the former may be furnished, and 
if furnished will be considered in connection with the abstract 
already on file. If any fraud has been committed in connection there- 
with, then a full affirmative showing must be made by the applicant 
to the effect that he has not been a party to such fraud, and that he 
has not been guilty of any fraud or had knowledge of fraud or 
reasonable grounds to know of any fraud in connection with his 
claim. If an application for patent has been filed, a brief r£sum6 of 
the actions taken thereon should be stated. If the land is or has 
been involved in litigation in the courts to which the United States 
is a party, the status or result of such litigation should be furnished. 

(e) Particulars as to conflicting claims or interests. — All conflict- 
ing or disputed claims, if any, to the -land or production therefrom, 
specifying the character and extent of such interests, must be shown. 

(f) Discovery. — Before a lease may be awarded under the relief 
sections of the act it must be satisfactorily shown that the applicant 
or his predecessors have drilled a well to a substantial and certain 
discovery of oil or gas in a producing stratum on the land covered by 
the location under which the applicant is asserting his claim. 

{g) Wells , improvements^ and production. — With each application 
for a lease under section 18, 19, or 22 of the act there must be filed a 
complete and detailed statement showing the number, depth, condi- 

Digitized by VjOOQ IC 



28 

tion. and present daily production of all wells drilled on the land 
by tiie applicant and iiis predecessors in interest, and the nature and 
extent 01 all other improvements placed thereon fcy them. 

With each application for a permit under section 19 or 22 of the 
act, a description of the work performed and improvements made 
upon or for the benefit of the location by the applicant and his pred- 
ecessors must be filed, together with an itemized statement of the 
cost thereof. If the application is made under section 22, the date 
the work was performed or the improvements made must also be 
shown. 

In either case applicant must show the position of all wells and 
improvements by courses and distances from the nearest corner of 
the public land survey, if the land is surveyed; if not surveyed, then 
from a corner of the claim. This may Be shown by means of a 
diagram. 

(A) Amount and value of past production. — Claimant must furnish 
a complete detailed statement, by months, of all past production from 
the land, up to the date of filing the application and relinquishment, 
showing (1) the grade and total quantity of oil and gas produced; 
(2) the amount sold or otherwise disposed of, to whom sold, and the 
selling price or other consideration received therefor ; (3) a statement 
of the grade and amount of any and all such production held in stor- 
age, when produced, and the value at time of production; and (4) the 
amount consumed ior production purposes on the land, or unavoid- 
ably lost. 

Copies of any and all contracts under which oil or gas produced 
from the land has been or is being sold or otherwise disposed of must 
be furnished. 

(•) Inspection of records. — The agreement on the part of the appli- 
cant to permit the inspection of any and all books, records, and ac- 
counts having any bearing on the data or information required by 
the application and to furnish copies or abstracts of such books, 
records, or accounts, on demand. 

(j) Interest in other leases and permits. — The applicant will also 
furnish a complete statement of all lands for which he has filed ap- 
plication for lease or permit under sections 18, 19, and 22 of the act, 
and of such lands^ as are included in other applications in which he 
lias any direct or indirect interest, together with a full disclosure of 
such interest by stock ownership or otherwise. If the applicant is 
a corporation, a certified copy of its articles of incorporation must be 
furnished, and a full disclosure made of the ownership of its stock, 
whether such stock is owned, held ? or controlled directly or indirectly 
by any other person or corporation, who or which is an applicant 
for or a holder of a lease under said sections, and, in the event of 
such ownership, a description of the le^al subdivisions of all the lands 
affected thereby is required. Lists of stockholders need not neces- 
sarily be filed in the local land offices, but may be filed directly with 
the Commissioner of the General Land Office, where they will be kept 
confidential except for Government purposes. In the event the lands 
so affected are not surveyed they may be described by the usual method 
of courses and distances and acreage. 

(k) Limitation of area. — Applications for lease under section 18 
pf the act should disclose all other applications in which the appli- 
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cant is directly or indirectly interested, for lease under said section 
for lands (describing same) in the same geologic structure; and ap- 
plications under section 22 of the act should show all other applica- 
tions for leases or permits under said section. The boundaries of the 
geologic structures of the various producing fields will be determined 
and announced by the United States Geological Survey under super- 
vision of the Secretary of the Interior, and such information will be 
placed on file in all United States land offices. 

(I) Interests of beneficiaries. — In applications for lease the nature 
and extent of the interests of all beneficiaries thereof by virtue of 
operating contracts or otherwise, not covered by paragraph 25 (;), 
must be disclosed, together with a full showing of all their interests 
in other leases or applications for leases under this act. If the bene- 
ficiary is a corporation or joint-stock company, a full disclosure must 
be made of the ownership of its stock and the residence and citizen- 
ship of its stockholders. 

26. Payment op royalty on past production. — The application 
must be accompanied by a certified check in the amount of one- 
eighth of the gross value of all oil and gas produced and sold or held 
in storage, as per the statement required in paragraph 25 ( h) . All 
such sums will be held by the receiver in his account of "Trust 
funds — Unearned moneys " to await instructions as to their disposi- 
tion. In lieu of the certified check herein required, the applicant 
may be permitted to deposit a bond by approved surety company in 
an amount not less than one-eighth of the estimated gross value of all 
oil and gas produced and sold or held in storage, securing the pay- 
ment to the united States within 30 days from the award of the lease 
of the cash value of the past production due the United States under 
this act. In cases where the proceeds, or part thereof, of such past 
production* have been deposited in escrow, pursuant to operating 
agreements under the act of August 25, 1914 (38 Stat.,708), or where 
in suits brought by the Government affecting such lands the proceeds 
of production, or part thereof, have been impounded in the custody 
of receivers, a formal tender may be made of the funds so held in 
escrow or impounded to the extent available or in the amount neces- 
sary ? as the case may be, in lieu of such cash payment In such cases 
the interest accumulating on such escrowed or impounded moneys 
after the tender is made will go to the Government, 

Liberty bonds will be accepted at original cost in payment of 
royalty on past production in such proportion as the escrowed or im- 
pounded moneys have been invested therein. 

Operating contracts made under the provisions of the act of August 
25, 1914, supra, and in operation at the time of such tender, will not 
be terminated until the entire transaction of granting a lease and pay- 
ment of royalty on past production shall have been consummated; 
nor will the Department of Justice be requested to dismiss any suits 
involving the land affected until the application for a lease has been 
adjudicated and approved ; whereupon, after the suit has been dis- 
missed and the impounded money tendered paid over to the Govern- 
ment, the lease will be executed and delivered. 

27, Publication op notice. — Immediately upon the filing of an 
application for a lease or permit under section 18, 19, or 22 of the 
tct, the register and receiver will cause to be published, at the expense 
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of the applicant, in a newspaper designated by the register, published 
in the vicinity of the land and most likely to give notice to the gen- 
eral public, a notice of the said application in substantially the fol- 
lowing form: 

Department of the Interior. 

UNITED STATES LAND OFFICE. 



,19-% 

Notice Is hereby given that , of , has applied ibr an oil 

and gas under section of the act of February 25, 1920 (Public 

No. 146), for section , township of range , 

meridian, county, State of , Any and aU persons having adverse 

or conflicting claims to said land are hereby notified that a full statement, 
under oath, of such claim should be filed in this office showing a superior right 
to n permit or lease under said act or a valid existing adverse or conflicting 
claim to the land or the minerals therein under the pubUc-land laws, on or 

before ; otherwise such claim may be disregarded In granting the permit 

or lease applied for. 



Register. 

The register and receiver will fix a date in the notice on or before 
which adverse or conflicting claims may be asserted, which date 
should be not less than 30 nor more than 4(5 days after the date of first 
publication of the notice. 

Such notice will be published in the regular issue and not in any 
supplement of the^ newspaper, once each week for a period of five 
consecutive weeks if in a weekly paper, or if in a daily paper for a 
period of 30 days. The register and receiver will post a copy of 
said notice in a conspicuous place in their office during the period of 
publication. 

Upon the applicant's furnishing satisfactory proof of such publi- 
cation, but not earlier than the aay following that set in the pub- 
lished notice on orbefore which adverse or conflicting claims were 
to be filed, the register and receiver will transmit by special letter 
all papers in the case, including any adverse or conflicting claims 
that may have been filed, together with proof of posting said notice 
in their office, to the Commissioner of the General Land Office. 

28. Adverse or conflicting claims — Procedure. — In case of ad- 
yerse or conflicting claims for leases under section 18, 19, or 22, or 
permits under section 19 or 22, the Secretary of the Interior is 
clothed with authority to grant leases or permits, as the case may be, 
to one or more of them, as shall be deemed just. 

(a) To have their claims considered in connection with the award- 
ing of leases or permits it will be necessary for adverse claimants 
to i»ake full showing (1) of a superior right to a lease or permit 
under this act, or (2) a superior right under some other public- 
land law. If the former, the conflicting claimant must make out 
a complete case in his own behalf as required by these regulations on 
or before August 25, 1920. 

(b) Upon receipt of the application and showing of an adverse 
claimant the Commissioner of the General Land Office will consider 
same. If, in his judgment, the adverse claimant has failed to make 
a prima facie case showing that he is entitled to a lease or permit, 
as the case may be, for at least part of the land, his application will 
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be rejected, subject to appeal to the Secretary of the Interior. But 
if the adverse claimant makes out a prima facie case the commis- 
sioner will take such course as may be avisable under the circum- 
stances of each particular case to settle and adjust the rights of the 
respective parties, and may, if deemed necessary, order a formal 
hearing to settle disputed questions of fact. In the absence of ap- 
peal to the Secretary of the Interior from the final order or decision 
of the Commissioner same shall be conclusive. 

29. Compromises under SECTION 18a. — No special procedure will 
be outlined under this section. Any request for a compromise or 
settlement under this section which may be filed in the Land De- 
partment will be transmitted to the President with such report as 
may be deemed advisable under the circumstances of the particular 
case. In case the land is in a naval petroleum reserve the Navy 
Department will be consulted before making such report. 

IV*— RIGHTS OP WAY FOR PIPE LINES. 

80. Section 28 of the act grants to any applicant having the 
qualifications outlined in section 1 of these regulations rights of 
way through public lands of the United States, including national 
forests, for pipe-line purposes for the transportation of oil or natural 
gas, on condition that the pipe lines^ for which rights of way are 
granted shall be operated and maintained as common carriers. The 
grant carries with it the right to the use of the ground actually 
occupied by the pipe line, and 25 feet on each side thereof for the 
purpose of construction, maintenance, and operation of the pipe 
line. Applicants for rights of way under this act will be governed 
by the regulations set forth in circular of June 6, 1908 (36 L. D., 567) , 
in so far as applicable, appropriate changes being made in the forms 
therein prescribed to mate them applicable to right-of-way cases 
arising under the act of February 25, 1920 (public No. 146), for 
pipe lines to be constructed, maintained, and operated as common 
carriers. Failure on the part of grantee to fulfill the conditions 
imposed by the act shall be ground for forfeiture of the grant by 
the United States district court for the district in which the property, 
or some part thereof, is situated. 

V^-FEES AND COMMISSIONS. 

81. Under the authority of section 38 of the act, the following fees 
and commissions are prescribed for transactions under the act : 

(a) For receiving and acting oneach application for a permit, 
lease, or other right filed in tne district land office in accordance 
with these regulations, there shall be paid a fee of $2 for each 160 
acres, or fraction thereof, in such application, but such fee in no case 
to be less than $10, the same to be paid by the applicant and con- 
sidered as earned when paid, and to be credited in equal parts on the 
compensation of the register and receiver within the limitations 
provided by law. 

(6) A commission of 1 per cent on all moneys received in each 
receiver's office, to be equally divided between tne register and re- 
ceiver; such commission will not be collected from the applicant, 



Digitized by VjOOQ IC 



32 

lessee, or permittee in addition to the moneys otherwise provided to 
be paid. 

It should be understood that the commission here provided for 
will not affect the disposition of the proceeds arising from operations 
under the act as provided in section 35 thereof ; alio that such com- 
mission will be credited on compensation of registers and receivers 
only to the extent of the limitation provided by law for ma-Timnm 
compensation of such officers. 

VI.— REPEALING AND SAVING CLAUSES. 

82. Section 37 of the act provides that hereafter the deposits of 
coal, phosphate, sodium, oil, oil shale, and gas, referred to and 
described therein, may be disposed of only in the manner provided 
in the act " except as to valid claims existent at date of passage of 
this act ; and thereafter maintained in compliance with the laws under 
which initiated, which claims may be perfected under such laws, 
including discovery. 

Statea negatively under this section of the act the following 
classes of oil or gas placer locations, so called, notwithstanding ab- 
sence of fraud and full compliance with law in other respects, may 
not proceed to patent, viz : 



(a) Any location made after withdrawal of the land 
b) Any location made before withdrawal of the 1 
perfected Dy discovery at date of withdrawal, which does not come 



within the protective proviso of section 2 of the act of June 25. 
1910 (36 Stat., 847) ; tnat is to say, any claimant who, at date oi 
withdrawal, was not a bona fide occupant or claimant in diligent 
prosecution of work leading to discovery of oil or gas, and who has 
not continued in such diligent prosecution to discovery. 

(<?) Any location on lands not withdrawn, on which, at the date 
of the act, the claimant had not made discovery or was not in diligent 
prosecution of work leading to discovery, and does not continue such 
work with diligence to discovery. 
Very respectfully, 

Clay Tallman, 

Commissioner. 
Approved: 

John Bakton Patnb, 

Secretary* 
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Appendix. 



DIGEST OF DECISIONS AND OPINIONS IN CONNECTION 
WITH THE ADMINISTRATION OP THE ACT OF FEBRU- 
ARY 25, 1920, AS APPLIED TO OIL AND GAS. 



Permits for lands in Government reclamation projects. 

In the case of permits issued for lands within reclamation with- 
drawals the following additional conditions will be included in the 
permit : 

7. (ft) To reimburse damage sustained by any reclamation homestead entry- 
man pursuant to the requirements of paragraph 8 hereof: (o) To pay any 
damage caused to any reclamation project or the water supply thereof by failure 
to comply fully with the requirements of paragraph 9 hereof. 

8. That as to any lands covered by this permit which are also embraced in 
any reclamation homestead entry with a reservation of the oil and gas to the 
United States, permittee shall reimburse the en try man for all damage to crops 
or improvements caused by such drilling or other operations, such damage to 
include reimbursement of the entryman by the permittee of all reclamation 
charges for construction, operation, and maintenance for the portion of the 
land used and occupied by the permittee during the period of such use and 
occupation. 

9. That as to any lands covered by this permit within the area of any Gov- 
ernment reclamation project or in proximity thereto the permittee shall erect 
such dikes and embankments or take such other precautions as may be neces- 
sary, as required by the project manager, effectively to impound any flow of refuse 
oil, salt water, or oil from wells drilled, to prevent any injury to lands sus- 
ceptible of irrigation under such project or injury to the water supply thereof. 

In such case the following form of bond will be required: 

Department of the Intebiob. 
genebal land office. 



U. S. Land Office . 

Serial number >. 

Bond of oil and gas permittee. 

CAct of Feb. 25, 1920 (Public No. 146).] 

Know all men by these presents, That of — State of 

as principal, and of State of , as surety, are held 

and firmly bound unto the United States of America, for the use and benefit of 
the United States and of any reclamation homestead entryman on any of the 
hereinafter described lands embraced in that certain prospecting permit herein- 
after referred to, in the sum of $5,000, lawful money of the United States, for 
which payment, well and truly to be made, we bind ourselves, and each of us, 
and each of our heirs, executors, administrators, successors, and assigns jointly 
and severally by these presents. 

Signed with our hands and sealed with our seals this day of , 

The condition of the foregoing obligation is such that, whereas the said 
principal has been granted under the act of February 25, 1920, Public No. 14& 

(33) 
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a permit (Serial No. ) to prospect for oil and gas for two years, upon the 

following described lands: — , 

on condition that the permittee shall (a) repair promptly, so far as possible, 
any damage to the oil strata or deposits resulting from improper methods of 
operation; (6) reimburse any homestead entryman of land covered by said 
permit for all damage to crops and improvements caused by drilling or other 
operation by the permittee, such damage to include reimbursement of the entry- 
man by the permittee of all reclamation charges for construction, operation and 
maintenance for the portion of the land used and occupied by the permittee dur- 
ing the period of such use and occupation by the permittee; and (o) erect such 
dikes and embankments or take such other precautions as may be necessary, as 
required by the project manager, effectively to Impound any flow of refuse oil, 
salt water, or oil from wells drilled, to prevent any injury to lands susceptible 
of irrigation under any government irrigation project or injury to the water 
supply thereof. 

Now, therefore, if said principal shall promptly and in all respects comply 
with said conditions, then the above obligation shall be void and of no effect; 
otherwise and in default of full and complete compliance therewith the said 
obligations shall remain in full force and effect 

Signed, sealed and delivered in the presence of: 

(Name and address of witnesses.) 

■ s. [L. 8.] 

Principal. 

[L.S.] 



Surety. 



Permits for deposits reserved under act of July 17, 1914 (38 Stat., 509). 

In the case of permits issued for deposits of oil or gas reserved to 
the United States under the provisions of the act of July 17, 1914 
(38 Stat.. 509) , the following additional condition will be included in 
paragraph. 7 thereof : 

(o) To reimburse any entryman or owner of any portion of said lands here- 
tofore entered with a reservation of the oil and gas deposits to the United 
States made pursuant to the act of July 17, 1914 (38 Stat., 509), for any 
damage to the crops and improvements of such entryman or owner resulting 
from drilling or other prospecting operations. 

In such case the following form of bond will be required: 
Department of the Interioe, 

QENEEAX LAND OFFICE. 

U. S. Land Office — 

Serial number — — 
Bond of oil and gas permittee. 

[Act of Feb. 25, 1920, Public No. 146.] 

Know all men by these presents, That , of 1 State of 

as principal, and , of , State of , as surety, 



are held and firmly bound unto the United States of America, for the use and 
benefit of the United States, and of any entryman or owner of any of the here- 
inafter described lands embraced in that certain prospecting permit here- 
inafter referred to, in the sum of $1,000 lawful money of the United States, 
for which payment, well and truly to be made, we bind ourselves, and each of 
us, and each of our heirs, executors, administrators, successors, and assigns, 
Jointly and severally by these presents 

Signed with our hands and sealed with our seals this day of . 

10-. 

The condition of the foregoing obligation is such that, whereas the said 
principal has been granted under the act of February 26, 1920, Public No. 146, 
a permit (Serial number ) to prospect for oil and gas for two years upon 
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the following lands: ■ on condition that the permittee ahall (a) 

repair promptly, so far as possible, any damage to the oil strata or deposits 
resulting from improper methods of operation; (o) reimburse any entryman 
or owner of any portion of said lands heretofore entered with a reservation of 
the oil and gas deposits to the United States made pursuant to the act of 
July 17, 1914 (38 Stat., 509), for any damage to the crops and improvements 
of such entryman or owner resulting from drilling or other prospecting opera- 
tions. 

Now, therefore, if said principal shall promptly and in all respects comply 
with said conditions, then the above obligation shall be void and of no effect; 
otherwise and in default of full and complete compliance therewith the said 
obligations shall remain in full force and effect 

Signed, sealed, and delivered in the presence of: 

(Name and address of witness.) 

[L.8.] 

Principal. 



8orety. 



Attorneys in fact. 

In making applications for lease or permit corporations may act 
by attorneys in fact. Individuals and associations of individuals 
should execute their own papers. 

limitation of holdings. 

A corporation (except under the relief sections) may not have an 
interest in more than three leases, either directly as a lessee, or in- 
directly as a stockholder in a corporate lessee. An individual mav 
hold stock in any number of corporations holding leases provided his 
stock interests do not represent a greater acreage than 2,560 in the 
same producing structure, or 7,680 acres in the same State* 

Alien ownership. 

Aliens may not have any direct holding of lease under the oil- 
leasing act, but may be stockholders in American corporations hold- 
ing leases, provided the laws of their country do not deny like privi- 
lege to American citizens. American corporations, some of whose 
stock is owned by aliens, may make application for lease with a full 
disclosure of the residence and citizenship of its stockholders, and 
the department will then determine whether a lease may be granted. 

Conflicting preference rights under sections 19 and 20. 

The preference right attaches to the claim first initiated and 
legally maintained. A locator of a mining claim who has complied 
with all the provisions of section 19 of the act will be entitled to a 
preference right over a homestead entryman whose entry was made 
after the location, the homesteader, however, being entitled to hold 
the surface right. If the homestead entry was made prior to the 
date of the placer location, the homesteaa claimant will h*ve the 
superior right, except in the case of a stock-raising homestead, where- 
in all minerals are reserved to the United States. 

Permit for unwithdrawn land covered by agricultural entry. 

No permit will be granted until entryman has elected to take patent 
with reservation of oil and gas to the United States. If such a 
waiver is filed, entryman may then exercise his preference right, if 
any, to permit for lands covered by such entry. 
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Preference rights under section 20. 

Preference rights under section 20 exists in cases where entry 
was made prior to February 25, 1920, for unwithdrawn or unclassi- 
fied lands, without any reservation of the minerals by the United 
States, and thereafter the claimant files a waiver of his right under 
the entry to the oil or gas. No preference right exists where land 
is covered by stock-raising entrv, nor where entry is made subject to 
the act of July 17, 1914, with oil and gas reservations. 

Assignability of permits. 

Assignment of a mere right to a permit will not be recognized, 
but after permit is granted it may be assigned upon consent of the 
Secretary of the Interior first had and obtained. 

Incontiguous tracts. 

Incontiguous tracts within a limited radius may be included in a 
permit where conditions are such that, because of prior disposals, a 
reasonable area of contiguous land can not be procured. 

Pending application for permit, land designated as oil structure. 

Where after application under section 13 for a permit and before 
permit is granted the land is designated as within the structure of 
a producing oil or gas field, permit can not be allowed. 
Preference right under section 20. 

A permit to prospect will be granted an applicant entitled thereto 
under section 20 or the act, notwithstanding the land is part of a 
producing oil structure, but only one permit may be granted in the 
same structure to the same applicant. 
Carey Act segregation as affected by leasing law. 

The lands in a Carey Act segregation come under the provisions of 
section 2 of the oil and gas regulations, and permits and leases may 
be granted for such lands, subject to such stipulations and require- 
ments as the Government may impose for the protection or the 
reclamation project, to the end that the best development of the lands, 
both for mineral and agricultural purposes, may be accomplished. 

Neither the State nor its contractor would be entitled to any pref- 
erence right under section 20 of the act, and whether a Carey Act 
entryman would have suph a right would depend upon the conditions 
affecting his entry being such as to bring him within the provisions of 
section 20. 
Office practice — Conflicting applications. 

The issuance of a permit should be deferred, where all is regular 
and the applicant appears entitled to the permit, until the conflicting 
applicants have been notified that their applications have been re- 
jected, because subsequent in time, subject to the right to show cause 
or to appeal within 15 days from receipt of notice. 
Posting notice by agent. 

Under the law, the action of an agent in posting notice is the action 
of his principal, but the application for permit may not be executed 
by agent, unless applicant is a corporation. 
Permits of .corporations as affected by stockholders' permits. 

The maximum number of permits to a corporation under section 
13 of the act is not limited by permits of individual stockholders, but 
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a corporation may not have an interest in more # than three permits in 
same State, nor in more than one in the same geologic structure, 
directly or indirectly. An indiviudal may hold a direct interest in 
not more than three permits and his total interest as permittee and 
stockholder may not exceed an aggregate of 7,680 acres in the same 
State, or 2,560 acres in the same geologic structure. 
Preference right permits to qualified assignees. 

Section 19 of the act of February 25, 1920, is construed to permit 
qualified assignees since October 1. 1919, to secure preference right 
permits, but no such transferee will be permitted to hold permits ex- 
ceeding 2,560 acres for such lands in the same geologic structure, nor 
more than three times that area in the same State* 

Permits in Alaska. 

The same rule applies in Alaska as in the States ; that is, not more 
than one permit in same structure. 
Eights undei "paper locations." 

Arguments have been presented in favor of a construction of sec- 
tion 37 of the leasing act, that would have the result of validating 
so-called "paper locations" of placer mining claims, and assuring 
the ultimate right to absolute patent to such claims in case of dis- 
covery. Such locations consist merely of setting stakes to indicate 
the boundaries, posting a notice, and perhaps filing that notice in a 
proper recording office. It is understood that practically all the 
public domain having known possible prospective value tor oil, is 
covered by such locations. It is not believed that Congress had any 
such intention or that the language of the act justifies any sucn 
conclusion. 

Under the express requirements of the mining laws and the de- 
cisions of the courts covering a long period of years, discovery of 
mineral has been the sole basis for the location of a mining claim. 
Without such discovery, the mere posting of notices and marking 
the boundaries creates no right whatever. 

The mining law gives the right to any citizen to explore the public 
domain for the purpose of finding mineral; hence* the courts have 
protected a citizen in actual, physical possession of a prospective 
claim on the public domain, while he is engaged in diligent prosecu- 
tion of work leading to the discovery of mineral, but this is as far as 
the courts have gone. As applied to oil lands, this rule was well 
stated by the Supreme Court of California, in the case of McLemore 
v. Express Oil Company (158 Calif., 559), in the following language: 

But where the location is incomplete no question of assessment work is in- 
volved. What the attempting locator has is the right to continue in possession, 
undisturbed by any form of hostile or clandestine entry, while he is diligently 
prosecuting his work to a discovery. This diUgent prosecution of the work of 
discovery does not mean the doing of assessment work. It does not mean 
any attempted holding, by cabin, lumber pile, or unused derrick. It means the 
diligent, continuous prosecution of the work, with the expenditure of whatever 
money may be necessary to the end in view. 

These propositions of law were reiterated by the United States 
Supreme Court as recently as March 15, 1920, in the case of Cole v. 
Ralph. 

From the foregoing it will be seen that no rights whatever could 
be obtained by mere staking and posting unless such act was followed 

Digitized by LiOOQ IC 



38 

up with diligent and continuous work leading to discovery. Section 
87 of the new leasing act excepts from the operation of that act " valid 
claims existent at date of passage of this act and thereafter main- 
tained in compliance with the laws under which initiated, which 
claims may be perfected under such laws, including discovery." 
Obviously a valid claim under the former law is one that the courts 
and the Land Department will protect and respect as against the 
claims of others. The mere staking and posting of notices do not 
constitute such a claim, and the regulations so hold. 

Any other view as to the construction of section 87 is inconsistent 
with the provisions of other sections of the leasing law. Section 19 
provides for relief, so-called, for those persons who initiated claims on 
the public domain at a time when the lands were not withdrawn or 
classified, and who, at the date of the act, had not perfected such 
claims by discovery, and it further provides that where such a claim- 
ant had expended an amount equal in the aggregate to $250 toward 
the development of his claim, such claimant, if in good faith and the 
claim was initiated prior to October 1, 1919, would be entitled to a 
prospector's permit for the area embraced in his claim. 

The provisions of the relief sections (18, 18#, 19, and 22), were 
the subject of extended consideration by the committees of Congress, 
and it is clear that the provisions of section 19 are just as far as 
Congress intended to go in the protection of claims and locations 
of the class here under discussion. To construe the act as validating 
mere " paper locations " would be placing Congress and this depart- 
ment in tne position of saying that one who had expended $250 on 
his claim would be entitled only to a prospecting permit, while one 
who had only a stake and notice would be left with the privilege for 
an indefinite time of ultimately getting absolute title. It is further 
argued that under the act claimant has the option of taking a relief 
permit under section 19 or standing on his "paper location " under 
section 87. One might as logically argue that claims for relief under 
section 18, over which there has been so much controversy, may now 
go to absolute patent by virtue of section 37. Congress never con- 
templated any such anomalous situation. 

If the view urged in these arguments were adopted there would 
be little use for a leasing act for oil lands outside the withdrawn 
areas, and perhaps for lands within such areas. The purpose and 
policy sought to be accomplished by this important legislation 
would be largely negatived, and the States and the Reclamation Serv- 
ice would be deprived of funds they are counting on for develop- 
ment purposes. Moreover, there is no practical necessity for the 
construction urged to protect any legitimate interest. The new law 
is liberal in the extreme in giving all good- faith claimants, who have 
made any material expenditures on the ground, fair and reasonable 
opportunity to transmute such claims into permits and leases under 
the new law under far more practical working conditions than existed 
under the former laws. 
Oil-land leases — Stock-raising homesteads. 

The question has arisen as to whether or not the provisions of 
section 20 of the leasing act are applicable to lands covered bj 
gtock-raising homestead entries. 
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Section 20 is one of the so-called relief sections of the law, all of 
which sections are based upon alleged equities of the persons to whom 
a preference right to a permit or lease is accorded. It was designed 
to recognize the equities of persons who had gone upon the public 
domain and made homestead entries under the 160 or 320 acre 
homestead law, neither of which contains any reservation of min- 
erals, upon the theory and under the belief that they were obtaining 
an unrestricted title to the land. Because of a subsequent with- 
drawal or classification of the land as mineral after the allowance 
of their entries, and after they had spent their time and money upon 
the land, they were under the necessity of either losing the land 
entirely or accepting a patent under tne provisions of the act of 
July 17, 1914, reserving the oil and gas deposits in the land to the 
United States. No sucn equity or reason exists in the case of entries 
under the 160 or 320 acre homestead law made upon lands there- 
tofore withdrawn or classified as mineral, because the entryman knew 
at the time he made the entry that the mineral was known and re- 
served to the United States, and the most he could obtain was a 
patent expressly excluding the oil and gas deposits. This is true 
of all stock-raising homestead entries; for by the terms of the act 
itself all minerals within the land are expressly reserved to the 
United States, together with the right to enter upon the lands, 
mine and remove tie same. , 

Lands within stock-raising homestead entries need not be with- 
drawn or classified for the purpose of preventing disposition of 
minerals under the agricultural land laws, because the minerals are 
reserved in the law itself. It is, therefore, clear that Congress, when 
it used in section 20 of the leasing act, tne words " lands bona fide 
entered as agricultural and not withdrawn or classified as mineral 
at the time of entry," had in mind only the entries under the 160 
or 320 acre homestead law, which contains no reservation or classi- 
fication of mineral, and where subsequently, by reason of a with- 
drawal or classification, the entryman was, as stated above, under 
the necessity of accepting a restricted patent. Any other construc- 
tion of the statute would involve the disregarding of the language 
" and not withdrawn or classified as mineral at the time of entry." 

The regulations specifically state that the preference right under 
section 20 of the act exists only where the land was entered prior to 
withdrawal or classification, and subsequent to entry was withdrawn 
or classified as oil or gas bearing in character. This clearly could 
have no application to entries under the stock-raising homestead 
law, where all minerals are reserved and where no withdrawal or 
classification is necessary. 
Preferential rights of agricultural claimants. 

Whatever preferential rights homesteaders or other agricultural 
entrymen as such may have to oil permits or leases must be found 
in section 20 of the act. While this section is not as clear and 
specific in some respects as might be desired, it is apparent that the 
class of entrymen or patentees on which Congress intended by this 
section to confer a preference right is those who made their entries 
when the land was not withdrawn or classified as mineral, and who 
were therefore permitted to make their entries without any reserva- 
tion of the mineral to the Government, but were or will be compelled 



Digitized by LiOOQ IC 



40 

to take a patent with the reservation because of a withdrawal or 
classification of the land, or because in the meantime the land has 
become of known mineral character, before submission of final proof. 
It is also apparent that this section is in the nature of a relief pro- 
vision, designed to take care of those who found themselves in the 
situation above described at the time the act was passed, and not in- 
tended to provide generally for the disposition of mineral rights un- 
der the homestead law in the future. 

With these general propositions in mind, the following specific 
statements may be made : 

1. If the land was withdrawn or classified at the time of entry so that the 
entry was made with a reservation of the mineral, there Is no preference right 
Conversely, to entitle the homesteader to a preference right the entry must have 
been properly made without a reservation of the mlneraL 

2. There can be no preference right on an entry aUowed after February 25, 
1020. See section 12 of the regulations. 

3. There can be no preference right on a stock-raising entry under the act 
of December 29, 1916, for under that act aU entries are made with a reservation 
of the mineral. 

4. If the homestead entry was made without reservation of the mineral, but 
after the lands were of known mineral character, and for the purpose of acquir- 
ing mineral rights, there is no preference right to a permit because (a) such an 
entry should have been made with a reservation of the mineral and the requisite 
nonmlneral affidavit on which the entry was procured was fraudulent, and 
(6) the entry Is not " of lands bona fide entered as agricultural." 

5. But where one has an original entry under the 160 or 320 acre law and an 
additional entry under the stock-raising (640-acre) law, the entry man will 
have the same rights under the original as he would have had had he not made 
the additional. 

6. Where one nas an entry without a reservation of the mineral, nobody 
(not even the en try man himself) may acquire a permit or lease for the mineral 
so long as the entry stands in that shape. 

7. But if the entryman in the case last above mentioned files a waiver of the 
mineral rights in the land, then he may exercise his preference right, if he 
has any, and if not, others may file application for a mineral permit or lease. 

& The "reservation n of the mineral above referred to is pursuant to sec- 
tion 2 of the act of July 17, 1914 (38 Stat, 509), which provides that the mineral 
occupant shall pay any damage caused to the agricultural claimant. 

& Where a patented entry, or one on which final certificate has issued, has 
been sold or transferred, the transferee would have the same rights as the entry- 
man, provided he acquired the land before January 1, 1018, but if he acquired 
tt after that date, there would be no preference right in anybody. 

10. A patentee, or entryman with final certificate, with a reservation of the 
mineral to the Government, who has a preference right can not withhold the 
land from development indefinitely. Section 12 of the regulations provides that 
If anybody else applies for a permit on the land, the preference-right man shall 
be given notice and allowed 90 days within which to exercise his preference and 
apply for a permit himself; otherwise he will be out. 

U. The preference-right claimant must he qualified to take a permit under the 
law the same as anybody else ; for instance, an alien transferee of patented land 
could not get a permit or lease; one who has already received the limit of per- 
mits allowed could not get a permit 

XL Ttfce matter of wheth er the agricultural entry on which a preference right 
t» a permit a predicated is within or without a known producing structure 
cats no figure In connection with the preference rights here under consideration, 
provided that only one permit may be granted to the same structure. 

1& In case of conflict between a preference-right claimant under sections 18 
and 19 and one under section 20 the one would prevail whose rights were 
prior m their lawful inception. 

Oamtkta k lim nonracral chum ami ofl placers. 

When an otherwise valid oil placer location is perfected by dis- 
covery the land is not subject to other appropriation so long as to 
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mining claim is maintained, and should it be entered or applied for 
under some other law prior to the filing of an application for patent 
by the mining claimant the burden of protecting his claim by contest 
will rest upon him. This is necessarily so, as the land is not segre- 
gated from record entry by a mere mining location of which the land 
department has no record. 

An oil placer location, perfected by discovery, laid over land em- 
braced in a prior, valid, subsisting homestead entry, is ineffective so 
long as the homestead stands. (Prior to the act of July 17, 1914, the 
mineral claimant could contest the homestead and cause its cancella- 
tion ; under that act the homesteader may retain surface rights and 
the mineral is automatically withdrawn; and under the leasing act 
the homesteader might have a preference right to a permit for the 
mineral.) A stock-raising homestead is an exception to this rule, 
for all minerals are reserved therefrom, and the oil deposits could 
have been located under the placer law up to February 25, 1920. 

A mere "paper" oil placer location (that is, one without a dis- 
covery) will not prevent a homestead entry for the land, but where 
the claimant of a "paper location " is on the ground in diligent 
prosecution of work leading to discovery at the time the land is 
homesteaded, he may by contest defeat the homestead entry. 

The allowance (after Feb. 25, 1920) of a homestead entry on land 
covered by valid rights to relief permits or leases under sections 18 
or 19, is entirely within the discretion of the Secretary of the In- 
terior. 

Eeservation of mineral — When required. 

Where a homestead entry (not under the grazing act) is made 
without a reservation of the oil to the Government and the land 
is withdrawn or classified as oil land before completed final proof 
is submitted, the entryman must take patent with a reservation of 
the oil, unless he can procure a reclassification of the land by the 
department or a removal of the withdrawal, or unless he can show 
at a hearing (the burden of proof being on him) that the land was 
not of a known mineral character at date of final proof. 

But where, in the case last stated, the withdrawal or classifica- 
tion as mineral was not made until after final proof was submitted, 
the entryman will be entitled to a patent without a reservation, unless 
the Government can show (the burden of proof being on the Govern- 
ment) , at a hearing if necessary, that the land was of known mineral 
character at the date of final proof. If the Government can show 
this, the result will be the same regardless of whether there has been 
a withdrawal or classification. 

Interests under drilling contracts. 

A drilling contract carrying with it a right in the proceeds, or in 
the land itself, will be considered an interest in the lease, and when 
it comes time to grant a lease such drilling contractor will have to 
show himself qualified to take a lease. In all cases where the drilling 
is performed under contract the nature and terms of the contract 
must be disclosed before lease is granted. 

As to permits, the situation is different. If a contractor desires 
to be recognized by the department in connection with a permit, it 
will be necessary for him to file his contract for approval ; but if he 
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so desires he may explore the land under contract with the permit- 
tee and bring his contract to the attention of the department onlt 
when and if he wishes to be recognized as being interested in such 
lease as may be applied for. 
Discoyery on adjoining claims. 

In case of two claims that adjoin, it is necessary to have discovery 
on each claim to secure lease for both under section 18. If the dis- 
covery is only on one claim, the lease must be confined to the limits 
of the claim containing the discovery. 
Right of assignees to a lease under section 18. 

Good faith locators or their grantees, whose right to a lease is 
governed by the provisions of section 18 of the act, may transfer 
their interests to contractors, assignees, or lessees who were in undis- 
puted possession prior to July 1 ? 1919; and such owners may then 
jointly apply for a lease for their aggregate holdings or they may 
make a division of the area and each seek a separate lease for his 
individual holdings. 
Discovery applicable to all parts of location. 

A discovery on any part of a placer claim used as a basis for relief 
under section 18, 19, or 22 of the act will be deemed applicable to 
every part thereof for leasing purposes. 
Only citizens may obtain permits or leases. 

The oil and gas leasing bill provides for the issuance of prospect- 
ing permits and leases to citizens of the United States, associations 
of such citizens, corporations organized under the laws of the United 
States or of any State or Territory thereof, or municipalities. It 
follows from this that no one but a citizen can obtain a lease or 
permit, but aliens may be stockholders in some cases. 
Citizenship of agent immaterial. 

A notice of a prospecting permit may be posted by an agent or 
attorney in fact in the name of his principal. The citizenship of 
such agent is immaterial. 

Oil claims antedating leasing act. 

Oil placer claims for unwithdrawn and unclassified lands upon 
which discovery was made prior to the enactment of the mineral 
leasing law are not, in the absence of fraud, affected thereby so long 
as the claimant complies with the law. If discovery was not made, 
the claimant in order to protect his right to a patent, must have been 
engaged in diligent work leading to a discovery at the date of the 
act and must be able to show that he has continued such work to 
discovery. 
Preference right of State grantee. 

To entitle the grantee of a State to a preference right under sec- 
tion 20 of the mineral leasing law, the selection must nave been ap- 
proved and transferred by the State prior to January 1, 1918, 
When the mineral leasing act took effect. 

Under the general rule of law applicable to such cases, the act of 
February 25, 1920, was in force and operation during that entire day, 
subject, however, to the privilege of any person having a substantial 
right which would be affected by the application of the general rule 
to prove, if he can, the exact time of approval 
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The act of February 25, 1920, supra, section 18, authorizes the Sec- 
retary of the Interior, under such rules as he may prescribe, to grant 
to qualified persons a prospecting permit " upon not to exceed 2,560 
acres of land," and allows would-be applicants to initiate a prefer- 
ence right, good for 30 days, by posting notice upon the ground. 
This statute and the rules and regulations promulgated thereunder 
do not, however, confer upon such locators a right to obtain a pros- 
pectingpermit ior the entire acreage described in any notice of loca- 
tion. The statute simply fixes the maximum amount which may be 
embraced in a single permit, 2,560 acres. 

Paragraph 2 of the regulations approved March 11, 1920, states 
that the granting of such a permit "is discretionary with the Sec- 
retary of the Interior, and any application may be granted or denied, 
either in part or its entirety, as the facts may be deemed to warrant." 

Subject to the foregoing, the following rule is announced for the 
guidance of the officers of the Interior Department and of parties 
in interest in the disposition of conflicts and controversies arising 
out of locations and applications made or filed during the day of 
February 25, 1920: 

All locations made or applications filed, pursuant to section 14 
of the act of February 25, 1920, at any time during the day of Feb- 
ruary 25, 1920, will lie held, treated, and regarded as simultaneous, 
and in case of conflict of location and application, in whole or in 
part, between two or more qualified applicants, all such applicants 
will be allowed 30 days from notice within which to compromise 
their differences by division of lands or otherwise, in default of 
which this department will make such division or disposition as 
the facts may warrant. 

limitations under section 27. 

It will be noted that section 27 seems to apply to two classes of 
interests, namely, those held directly from the Government and those 
held indirectly tnrough ownership of stock in corporations. As to 
leases held directly, there does not seem to be much doubt that the 
same person or corporation may not at the same time have more 
than three leases in anv one State, or more than one lease within 
the geologic structure of the same producing oil or gas field. 

The section further provides that " no corporation shall hold any 
interest as a stockholder of another corporation in more than such 
number of leases." This language, taken in conjunction with the 
language preceding it. seems to hold that a corporation may not have 
an interest in more tnan three leases, either directly as a lessee, or 
indirectly as a stockholder in a corporate lessee. True, the next clause 
provides that "no person or corporation shall take or hold any 
interest or interests as a member oi an association or associations, or 
as a stockholder of a corporation or corporations," in which the 
aggregate leasehold interests exceed an amount equivalent to the 
maximum number of acres allowed to one lessee. It is clear that as 
to a corporation the clause last quoted is inconsistent with the clause 
first quoted, and as the clause first quoted is more restrictive as to a 
corporation than the following clause, it is considered that the former 
controls. But this leaves an individual with the right to hold three 
leases directly, and, at the same time, to have a stock interest in 
corporations having leases, provided his direct and indirect holdings 
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do not exceed the maximum for one person, namely, not exceeding 
2,560 acres in the same structure or 7,680 in the same State. It fol- 
lows also that a person may hold stock in any number of corporations 
holding leases provided his stock interests do not represent a greater 
acreage than that above stated. 

While under the regulations substantially the same restrictions 
apply to permits as apply to leases, the number of leases one has will 
not necessarily limit the number oi permits he may have, but when a 
permit ripens into a lease, then the restrictions as to leases apply 
to both. 

Bond with preference right application. 

In the case of a preference right application under section 19, the 
bond may be filed therewith, or deferred until permit is authorized. 
Articles of incorporation. 

Under section 25 of the regulations, a certified copy of the articles 
of incorporation should be filed with the original application, but an 
uncertified copy is sufficient to accompany the duplicate. 
Rights of association in geologic structure. 

An association may hold only one permit in the same geologic 
structure, and the interest of a member of different associations may 
aggregate 2,560 acres in the same structure. 
Ceded TTte Indian lands subject to leasing act. 

By departmental decision of August 9 ; 1920, it was held that the 
oil and gas deposits contained in that portion of the Ute Indian Reser- 
vation in the State of Colorado formerly occupied by the Uncom- 
pahgre and White River Utes, ceded to the United States by the con- 
federated bands of Ute Indians by the treaty of March 2, 1868, as 
amended, accepted, and ratified by the act of June 15, 1880 (21 Stat., 
199), and opened to disposal under the provisions of the act of July 
28, 1882 (22 Stat., 178), are subject to disposal under the mineral 
leasing act. 
Uintah ceded Indian lands subject to leasing act. 

The Uintah Indian lands opened to sale and entry by act of May 
27, 1902 (32 Stat., 263), are subject to the operation of the leasing 
act of February 25, 1920. 



Procedure in relation to agricultural claims in conflict with permits or 
leases, or subject to preferential rights. 

Department of the Interior, 

General Land Office, 
Washington, October 6, 1920. 
Registers and Receivers^ 

United States Land Offices. 
Gentlemen : Instructions have been requested from several local 
offices as to the proper procedure to take in connection with non- 
mineral applications or selections filed for lands embraced in appli- 
cations for prospecting permits or leases, or which may be subject 
to preference rights, under the leasing act of February 25, 1920. 

A. prospecting permit is granted in contemplation of a future 
lease for a part or all of the same land in case Qf discovery; hence 
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is to subsequent nonmineral entries, with a reservation of the oil or 
gas to the United States, the lands embraced in a prospecting permit 
should be treated the same as if embraced in an oil or gas lease, 
with a reservation to the United States of the right " to lease, sell, 
or otherwise dispose of the surface of the lands embraced within 
such lease under existing law or laws hereafter enacted, in so far 
as said surface is not necessary for the use of the lessee in extract- 
ing or removing the deposits therein," pursuant to section 29 of the 
leasing act. As the placing of such a reservation in a lease is made 
discretionary with the Secretary, it necessarily follows that any dis- 
position of the surface of lands embraced in permits or leases is by 
the act left entirely discretionary with the Land Department, to be 
determined on the facts of each particular case. 

The so-called relief sections of the act (18, 18(«), 19, and 22) recog- 
nize equitable rights in the owners and occupants of claims initiated 
under the general mining laws and accord to them a preference right 
which may be exercised by applying within the time and in the man- 
ner prescribed by said sections for oil or gas leases or permits. These 
prior rights or claims, if asserted within the time accorded the claim- 
ants by the statute, are superior, both in time and right, to nonmineral 
applications or selections having their inception subsequent to the 
leasing act. It is apparent also that the allowance of nonmineral ap- 
propriation of the surface of vacant lands in producing structures 
will interfere with the leasing of such lands by competitive bidding 
under section 17 of the leasing act. 

You are therefore directed : 

LANDS OUTSIDE PRODUCING STRUCTURES. 

(1) In all cases of applications to make nonmineral entries or 
selections of lands outside of areas which have been designated by 
the department as within the geologic structures of producing oil or 
gas fields, and which lands are also embraced in applications for 
prospecting permits or in permits granted, such nonmineral applica- 
tions should be received, noted on your records, suspended, and trans- 
mitted to the Commissioner of the General Land Office for instruc- 
tions. If in any case such nonmineral entry or selection shall be al- 
lowed by you on instructions from the Commissioner, the same will 
be with a reservation of the oil or gas to the United States, and sub- 
ject to the rights of the permittee or lessee, as the case may be, to use 
so much of the surface of such land as is necessary in extracting and 
removing the mineral deposits, without compensation to the non- 
mineral entryman for such use, in accordance with section 29 of the 
leasing act 

LANDS IN PRODUCING STRUCTURES. 

(2) You will reject all applications to enter, file upon, or select 
under the nonmineral land laws, lands which have been or shall be 
designated by the department as being wit fun the known geologic 
structures or producing oil or gas fields, pending consideration by 
the department of the argicultural character and value of such lands 
and a determination as to whether the surface of the land is of agri- 
cultural character and value and may be disposed of without detri- 
Kent to the public interest. 
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CONFLICTS WITH PREFERENCE RIGHTS. 

(3) All homestead entries or other nonmineral filings or selections 
allowed prior to receipt of these instructions and subsequent to Feb- 
ruary 24, 1920, which are found to be in conflict with preference 
rights timely asserted under the remedial provisions of the act of 
February 25, 1920, shall be suspended pending the consideration of 
the application for the permit or lease, and the parties in interest so 
advised. If the permit or lease be allowed or granted, such home- 
stead entry or other allowed nonmineral application or selection will 
be canceled if the lands are within designated geologic structures of 
producing oil or gas fields. If outside of such designations, the agri- 
cultural entries, applications, or selections will be allowed to stand or 
will be canceled in the discretion of the department, as provided in 
section 1 hereof. 

LIABILITY FOR DAMAGES. 

(4) Your attention is drawn to the distinction which exists under 
the law with respect to the rights of permittees and lessees of mineral 
deposits in cases where the nonmineral entry or selection is allowed 
subsequent to the application for permit or lease or subsequent to 
February 25, 1920, in conflict with rights recognized by sections 18, 
18(a), 19, and 22 of the leasing act, and those cases where the non- 
mineral entry, filing, or selection with a reservation of the mineral 
(either at time of entry or later) under the acts of July 17, 1914 (36 
Stat, 509), or December 29, 1916 (39 Stat., 862), precedes the permit, 
lease, or mineral right, for in the latter case the nonmineral claim- 
ant is entitled to be reimbursed for all damages to crops and improve- 
ments by reason of the operations of the permittee or lessee, as pro- 
vided in those acts, while in the former tne respective rights oi the 
mineral and surface claimants are governed by section 29 of the 
leasing act. 

Very respectfully, 

Clay Tau*man, 

Commissioner. 
Approved October 6, 1920. 
John Barton Payne, 

Secretary. 
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{Public— No. 146 — 66th CongmssJ 

[S. 2775.] 

AN ACT T\> promote the mining of coal, phosphate, oil, oil shale, gas, and 
sodium on the public domain. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled. That deposits of 
coal, phosphate, sodium, oil, oil shale, or gas, and lands containing 
such deposits owned by the United States, including those in national 
forests, but excluding lands acquired under the act known as the 
Appalachian Forest act, approved March 1, 1911 (Thirty-sixth 
Statutes, page 961). and those in national parks, and in lands with- 
drawn or reserved for military or naval uses or purposes, except as 
hereinafter provided, shall be subject to disposition in the form and 
manner provided by this act to citizens of the United States, or to 
any association of such persons, or to any corporation organized 
under the laws of the United States, or of any State or Territory 
thereof, and in the case of coal, oil, oil shale, or gas, to municipalities : 
Provided, That the United States reserves the right to extract 
helium from aU gas produced from lands permitted, leased, or other- 
wise granted under the provisions of this act, under such rules and 
regulations as shall be prescribed by the Secretary of the Interior: 
Provided further, That in the extraction of helium from gas pro- 
duced from such lands, it shall be so extracted as to cause no sub- 
stantial delay in the delivery of gas produced from the well to the 
purchaser thereof: And provided further. That citizens of another 
country, the laws, customs, or regulations of which deny similar or 
like privileges to citizens or corporations of this country, shall not by 
stock ownership, stock holding, or stock control own any interest 
in any lease acquired under the provisions of this act. 

[Sections 2 to 8, inclusive, relate to coal.] 

[Sections 9 to 12, inclusive, relate to phosphates.] 

OIL AND GAS, 

Seo. 13. That the Secretary of the Interior is hereby authorized, 
under such necessary and proper rules and regulations as he may 
prescribe, to grant to any applicant qualified under this Act a pros- 
pecting permit, which shall give the exclusive right, for a period not 
exceeding two years, to prospect for oil or gas upon not to exceed 
two thousand five hundred and sixty acres of land wherein such 
deposits belong to the United States and are not within any known 
geological structure of a producing oil or gas field upon condition 
that the permittee shall begin drilling operations withm six months 
from the date of the permit, and shall, within one year from and after 
the date of permit, drill one or more wells for oil or gas to a depth of 

(47) 
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not less than five hundred feet each, unless valuable deposits of oil 
or gas shall be sooner discovered, and shall, within two years from 
date of the permit, drill for oil or gas to an aggregate depth of not 
less than two thousand feet unless valuable deposits of oil or gas 
shall be sooner discovered. The Secretary of the Interior may, if he 
shall find that the permittee has been unable with the exercise of 
diligence to test the land in the time granted by the permit, extend 
any such permit for such time, not exceeding two years, and upon 
such conditions as he shall prescribe. Whether the lands sought in 
any such application and permit are surveyed or unsurveyed the 
applicant shall, prior to filing his application for permit, locate such 
lands in a reasonably compact form and according to the legal sub- 
divisions of the public land surveys if the land be surveyed; and in 
an approximately square or rectangular tract if the land be an unsur- 
veyed tract, the length of which shall not exceed two and one-half 
times its width, and if he shall cause to be erected upon the land for 
which a permit is sought a monument not less than four feet high, 
at some conspicuous place thereon, and shall post a notice in writing 
on or near said monument, stating that an application for permit 
will be made within thirty days after date of posting said notice, the 
name of the applicant, the date of the notice, and such a general de- 
scription of the land to be covered by such permit by reference to 
courses and distances from such monument and such other natural ob- 
jects and permanent monuments as will reasonably identify the land, 
stating the amount thereof in acres, he shall during the period of 
thirty days following such marking and posting, be entitled to a 

Preference right over others to a permit for the land so identified, 
'he applicant shall, within ninety days after receiving a permit, 
mark each of the corners of the tract described in the permit upon 
the ground with substantial monuments, so that the boundaries can 
be readily traced on the ground, and shall post in a conspicuous place 
upon the lands a notice that such permit has been granted and a 
description of the lands covered thereby: Provided^ That in the 
Territory of Alaska prospecting permits not more than five in num- 
ber may be granted to anv qualified applicant for periods not exceed- 
ing four years, actual drilling operations shall begin within two years 
from date of permit, and oil and gas wells shall be drilled to a depth 
of not less than five hundred feet, unless valuable deposits of oil or 
gas shall be sooner discovered, within three years from date of the 
permit and to an aggregate depth of not less than two thousand feet 
unless valuable deposits of oil or gas shall be sooner discovered, 
within four years irom date of permit : Provided further , That in 
said Territory the applicant shall have a preference right over others 
to a permit tor land identified by temporary monuments and notice 
posted on or near the same for six months following such marking 
and posting, and upon receiving a permit he shall mark the corners oi 
the tract described in the permit upon the ground with substantial 
monuments within one year after receiving such permit. 

Seo. 14. That upon establishing to the satisfaction of the Secretary 
of the Interior that valuable deposits of oil or gas have been discov- 
ered within the limits of the land embraced in any permit, the per- 
mittee shall be entitled to a lease for one-fourth of the land embraced 
in the prospecting permit: Provided^ That the permittee shall be 
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granted a lease for as much as one hundred and sixty acres of said 
lands, if there be that number of acres within the permit. The area 
to be selected by the permittee shall be in compact form and, if 
surveyed, to be described by the legal subdivisions of the public-land 
surveys; if unsurveyed, to be surveyed by the Government at the 
expense of the applicant for lease in accordance with rules and regu- 
lations to be prescribed by the Secretary of the Interior, and the lands 
leased shall be conformed to and taken in accordance with the legal 
subdivisions of such surveys; deposits made to cover expense of 
surveys shall be deemed appropriated for that purpose, and any 
excess deposits may be repaid to the person or persons making sucn 
deposit or their legal representatives. Such leases shall be for a 
term of twenty years upon a royalty of 5 per centum in amount or 
value of the production and the annual payment in advance of a 
rental of $1 per acre, the rental paid for any one year to be credited 
against the royalties as they accrue for that year, with the right of 
renewal as prescribed in section 17 hereof. The permittee shall also 
be entitled to a preference right to a lease for the remainder of the 
land in his prospecting permit at a royalty of not less than 12$ per 
centum in amount or value of the production, and under such otuer 
conditions as are fixed for oil or gas leases in this act, the royalty to 
be determined by competitive bidding or fixed by such other method 
as the Secretary may by regulations prescribe: Provided, That the 
Secretary shall have the right to reject any or all bids. 

Sec. 15. That until the permittee shall apply for lease to the one 
quarter of the permit area heretofore provided for he shall pay to 
the United States 20 per centum of the gross value of all oil or gas 
secured by him from the lands embraced within his permit and sold 
or otherwise disposed of or held by him for sale or other disposition. 
Seo. 16. That all permits and leases of lands containing oil or gas, 
made or issued under the provisions of this act, shall be subject to 
the condition that no wells shall be drilled within two hundred feet 
of any of the outer boundaries of the lands so permitted or leased, 
unless the adjoining lands have been patented or the title thereto 
otherwise vested in private owners, and to the further condition that 
the permittee or lessee will, in conducting his explorations and min- 
ing operations, use all reasonable precautions to prevent waste of 
oil or gas developed in the land, or the entrance of water through 
wells drilled by him to the oil sands or oil-bearing strata, to the de- 
struction or injury of the oil deposits. Violations of the provisions 
of this section shall constitute grounds for the forfeiture of the per- 
mit or lease, to be enforced through appropriate proceedings in 
courts of competent jurisdiction. 

Sec. 17. That all unappropriated deposits of oil or gas situated 
within the known geologic structure of a producing oil or gas field 
and the unentered lands containing the same, not subject to prefer- 
ential lease, may be leased by the Secretary of the Interior to the 
highest responsible bidder by competitive bidding under general 
regulations to qualified applicants in areas not exceeding six hundred 
and forty acres and in tracts which shall not exceed in length two 
and one-naif times their width, such leases to be conditioned upon the 
payment by the lessee of such bonus as may be accepted and of such 
royalty as may be fixed in the lease, which shall not be less than 12£ 
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per centum in amount or value of the production, and the payment 
in advance of a rental of not less than $1 per acre per annum there- 
after during the continuance of the lease, tne rental paid for any one 
year to be credited against the royalties as they accrue for that year. 
Leases shall be for a period of twenty years, with the preferential 
right in the lessee to renew the same for successive periods of ten 

Ears upon such reasonable terms and conditions as may be prescribed 
the Secretary of the Interior, unless otherwise provided by law at 
3 time of the expiration of such periods. Whenever the average 
daily production or any oil well shall not exceed ten barrels per day, 
the Secretary of the Interior is authorized to reduce the royalty on 
future production when in his judgment the wells can not be suc- 
cessfully operated upon the royalty fixed in the lease. The provisions 
of this paragraph shall apply to all oil and gas leases made under 
this act. 

Sec. 18. That upon relinquishment to the United States, filed in 
the General Land Office within six months after the approval of this 
act, of all right, title, and interest claimed and possessed prior to 
July 3^ 1910, and continuously since by the claimant or his prede- 
cessor in interest under the preexisting placer mining law to any oil 
or gas bearing land upon which there has been drilled one or more 
oil or gas wells to discovery embraced in the Executive order of 
withdrawal issued September 27, 1909, and not within any naval 
petroleum reserve, ana upon payment as royalty to the Unitea States 
of an amount equal to the value at the time of production of one- 
eighth of all the oil or gas already produced except oil or gas used for 
production purposes on the claim, or unavoidably lost, from such 
land, the claimant, or his successor, if in possession or such land, 
undisputed by any other claimant prior to July 1, 1919, shall be enti- 
tled to a lease thereon from the United States for a period of twenty 
years, at a royalty of not less than 12J per centum of all the oil or 
gas produced except oil or gas used for production purposes on the 
claim, or unavoidably lost: Provided. That not more than one-half 
of the area, but in no case to exceed three thousand two hundred 
acreSj within the geologic oil or gas structure of a producing oil or 
gas field shall be leased to any one claimant under the provision of 
this section when the area of such geologic oil structure exceeds 
six hundred and forty acres. Any claimant or his successor, subject 
to this limitation^ shallj however, have the right to select and receive 
the lease as in this section provided for that portion of his claim or 
claims equal to, but not in excess of, said one-half of the area of 
such geologic oil structure, but not more than three thousand two 
hundred acres. 

All such leases shall be made and the amount of royalty to be 
paid for oil and gas produced, except gil or gas used for production 
purposes on the claim, or unavoidably lost, after the execution of 
such lease shall be fixed by the Secretary of the Interior under 
appropriate rules and regulations: Provided, however, That as to 
all like claims situate within any naval petroleum reserve the pro- 
ducing wells thereon only shall be leased, together with an area of 
land sufficient for the operation thereof, upon the terms and pay- 
ment of royalties for past and future production as herein provided 
for in the leasing of claims. No wells shall be drilled in the land 
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subject to this provision within cox hundred and sixty feet of any 
such leased well without the consent of the lessee : Provided, however, 
That the President may, in his discretion, lease the remainder or 
any part of any such claim upon which such wells have been drillecL 
and in the event of such leasing said claimant or his successor shall 
hare a preference right to such lease: And provided further, That he 
may permit the drilling of additional wells by the claimant or his 
successor within the limited area of six hundred and sixty feet 
theretofore provided for upon such terms and conditions as ho 
may prescribe. 

No claimant for a lease who has been guilty of any fraud or who 
had knowledge or reasonable grounds to know of any fraud, or who 
has not acted honestly and in good faith, shall be entitled to any of 
the benefits of this section. 

Upon the delivery and acceptance of the lease, as in this section 

{>rovided, all suits brought by the Government affecting such 
ands may be settled and adjusted in accordance herewith and all 
moneys impounded in such suits or under the Act entitled "An Act 
to amend an Act entitled 'An Act to protect the locators in good 
faith of oil and gas lands who shall have effected an actual discovery 
of oil or gas on the public lands of the United States, or their suc- 
cessors in interest, 1 approved March 2, 1911," approved August 25, 
1914 (Thirty-eighth Statutes at Large, page 708 ), shall be paid over 
to the parties entitled thereto. In case of conflicting claimants for 
leases under this section, the Secretary of the Interior is authorized 
to grant leases to one or more of them as shall be deemed just. All 
leases hereunder shall inure to the benefit of the claimant and all 
persons claiming through or under him by lease, contract, or other- 
wise, as their interests may appear, subject, however, to the same 
limitation as to area and acreage as is provided for claimant in this 
section : Provided, That no claimant acquiring and interest in such 
lands since September 1, 1919, from a claimant on or since said date 
claiming or holding more than the maximum allowed claimant under 
this section shall secure a lease thereon or any interest therein, but 
the inhibition of this proviso shall not apply to an exchange of any 
interest in such lands made prior to the 1st day of January, 1920, 
which did not increase or reduce the area or acreage held or claimed 
in excess of said maximum, by either party to the exchange: Pro- 
vided further, That no lease or leases under this section shall be 
granted, nor shall any interest therein inure, to any person, asso- 
ciation, or corporation for a greater aggregate area or acreage than 
the maximum in this section provided for. 

Seo. 18a. That whenever the validity of any gas or petroleum 
placer claim under preexisting law to land embraced in the Executive 
order of withdrawal issued September 27, 1909, has been or may 
hereafter be drawn in question on behalf of the United States in any 
departmental or judicial proceedings, the President is hereby author- 
ized at any time within twelve months after the approval of this 
Act to direct the compromise and settlement of any such controversy 
upon such terms and conditions as may be agreed upon, to be carried 
out by an exchange or division of land or division of the proceeds of 
operation. 
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Sbo.' 19. That any person who on October 1, 1919, was a bona fide 
Occupant or claimant of oil or gas lands nnder a claim initiated 
while such lands were not withdrawn from oil or gas location and 
entry, and who had previously performed all acts under then exist- 
ing laws necessary to valid locations thereof except to make discovery 
and upon which discovery had not been made prior to the passage 
of this act, and who has performed work or expended on or for 
the benefit of such locations an amount eaual in the aggregate of 
$250 for each location if application therefor shall be made within 
six months from the passage of this act shall be entitled to pros- 
pecting permits thereon upon the same terms and conditions, and 
limitations as to acreage, as other permits provided forin this act, 
or where any such person has heretofore made such discovery, he 
shall be entitled to a lease thereon under such terms as the Secretary 
of the Interior may prescribe unless otherwise provided for in sec- 
tion 18 hereof: Provided, That where such prospecting permit is 
granted upon lands within any known geologic structure of a pro- 
ducing oil or gas field, the royalty to be fixed in any lease thereafter 
granted thereon or any portion thereof shall be not less than 12^ 
per centum of all the oil or gas produced except oil or gas used 
for production purposes on the claim, or unavoidably lost: Pro- 
vided, however, That the provisions of this section shall not apply 
to lands reserved for the use of the Navy : Provided, however, That 
no claimant for a permit or lease who has been guilty of any fraud 
or who had knowledge or reasonable grounds to know of any fraud, 
or who has not acted honestljr and in good faith, shall be entitled to 
any of the benefits of this section. , 

All permits or leases hereunder shall inure* to the benefit of the 
claimant and all persons claiming through or under him by lease, 
contract, or otherwise, as their interests may appear. 

Sec. 20. In the case of lands bona fide entered as agricultural and 
not withdrawn or classified as mineral at the time of entry, but 
not including lands claimed under any railroad grant, the entryman 
or patentee, or assigns, where assignment was made prior to January 
1, 1918, if the entry has been patented with the mineral right re- 
served, shall be entitled to a preference right to a permit and to a 
lease, as herein provided, in case of discovery; and within an area 
not greater than a township such entryman and patentees or assigns 
holding restricted patents may combine their holdings, not to exceed 
two thousand five hundred and sixty acres, for the purpose of making 
joint application. Leases executed under this section and embrac- 
ing only lands so entered shall provide for the payment of a royalty 
of not less than 12£ per centum as to such areas within the permit 
as may not be included within the discovery lease to which the per- 
mittee is entitled under section 14 hereof. 

,[Section 21 relates to oil shale.] 

ALASKA OIL PROVISO. 

S*so. 22. That any bona fide occupant or claimant of oil or gas 
bearing lands in the Territory of Alaska, who, or whose predeces- 
sors in interest, prior to withdrawal had complied otherwise with 
the requirements of the mining laws, but had made no discovery of 
oikor gas in wells and who prior to withdrawal had made substantial 
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improvements for the discovery of oil or gas on or for each location 
or liad prior to the passage of this act expended not less than $250 
in improvements on or for each location shall be entitled, upon relin- 

Suishment or surrender to the United States within one year from 
lie date of this act, or within six months after final denial or with- 
drawal of application for patent, to a prospecting permit or permits, 
lease or leases, under this act covering such lands, not exceeding five 
permits or leases in number and not exceeding an aggregate of one 
thousand two hundred and eighty acres in each: Provided, That 
leases in Alaska under this act whether as a result of prospecting 
permits or otherwise shall be upon such rental and royalties as shall 
be fixed bj the Secretary of the Interior and specified in the lease, 
and be subject to readjustment at the end of each twenty-year period 
of the lease: Provided further \ That for the purpose of encouraging 
the production of petroleum products in Alaska the Secretary may, 
in his discretion, waive the payment of any rental or royalty not 
exceeding the first five years of any lease. 

No claimant for a lease who has been guilty of any fraud or who 
had knowledge or reasonable grounds to know of any fraud, or who 
has not acted honestly and in good faith, shall be entitled to any of 
the benefits of this section. 
[Sections 23, 24, and 25 relate to sodium.] 

GENERAL PROVISIONS APPLICABLE TO COAL, PHOSPHATE, SODIUM, OIL, 
OIL SHALE, AND QAS LEASES. 

Sec. 26. That the Secretary of the Interior shall reserve and may 
exercise the authority to cancel any prospecting permit upon failure* 
by the permittee to exercise due diligence in the prosecution of the 
prospecting work in accordance with the terms and conditions stated 
in the permit, and shall insert in every such permit issued under the 
provisions of this act appropriate provision for its cancellation by 
him. 

Seo. 27. That no person, association, or corporation, except as 
herein provided, shall take or hold more than one coal, phosphate, or 
sodium lease during the life of such lease in any one State ; no person, 
association, or corporation shall take or hold, at one time, more than 
three oil or gas leases granted hereunder in any one State, and not 
more than one lease within the geologic structure of the same pro- 
ducing oil or gas field; no corporation shall hold any interest as a 
stockholder of another corporation in more than such number of 
leases; and no persoii or corporation shall take or hold any interest 
or interests as a member of an association or associations or as a 
stockholder of a corporation or corporations holding a lease under 
the provisions hereof, which, together with the area embraced in any 
direct holding of a lease under this act, or which, together with any 
other interest or interests as a member of an association or associa- 
tions or as a stockholder of a corporation or corporations holding a 
lease under the provisions hereof, for any kind of mineral leased 
hereunder, exceeds in the aggregate an amount equivalent to the 
maximum number of acres or the respective kinds of minerals al- 
lowed to any one lessee under this act. Any interests held in viola- 
tion of this act shall be forfeited to the United States by appropriate 
proceedings instituted by the Attorney General for that purpose in 
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(he United States district court for the district in which the property, 
or some part thereof, is located, except that any ownership or interest 
forbidden in this act which may be acquired by descent, wilL judg- 
ment, or decree may be held for two years and not longer after its 
acquisition: Provided, That nothing herein contained shall be con- 
strued to limit sections 18, 18a, 19, and 22, or to prevent any number 
of lessees under the provisions of this act from combining their sev- 
eral interests so far as may be necessary for the purposes of con- 
structing and carrying on the business of a refinery, or of establishing 
and constructing as a common carrier a pipe line or lines of railroads 
to be operated and used by them jointly in the transportation of oil 
from their several wells, or from the wells of other lessees under this 
act, or the transportation of coal : Provided further, That any com- 
bination for such purpose or purposes shall be subject to the approval 
of the Secretary of the Interior on application to him for permission 
to form the same : And provided further, That if any of the lands or 
deposits leased under the provisions of this act shall be subleased, 
trusteed, possessed 1 or controlled by any device permanently, tem- 
porarily, directly, indirectly, tacitly, or in any manner whatsoever, 
so that they form part of, or are in anywise controlled by any com- 
bination in the form of an unlawful trust : with consent of lessee, or 
form the subject of any contract or conspiracy in restraint of trade 
in the mining or selling of coal, phosphate, oil, oil shale, gas, or so- 
dium entered into by tne lessee, or any agreement or understanding, 
written^verbal, or otherwise to which such lessee shall be a party, or 
which his or its output is to be or become the subject, to control the 
price or prices thereof or of any holding of such lands by any indi- 
vidual, partnership, association, corporation, or control in excess of 
the amounts of lands provided in this act, tne lease thereof shall be 
forfeited by appropriate court proceedings. ^ ' 

Sec. 28. That rights of way through the public lands, including 
the forest reserves, of the United States are hereby granted for pipe- 
line purposes for tne transportation of oil or natural gas to any appli- 
cant possessing the qualifications provided in section 1 of this Act, 
to the extent of the ground occupied by the said pipe line and twenty- 
five feet on each side of the same under such regulations as to survey, 
location, application, and use as may be prescribed by the Secretary 
of the Interior and upon the express condition that such pipe lines 
shall be constructed, operated, and maintained as common carriers: 
Provided, That the Government shall in express terms reserve and 
shall provide in every lease of oil lands hereunder that the lessee, 
assignee, or beneficiary, if owner, or operator or owner of a controlling 
interest in any pipe line or or any company operating the same 
which may be operated accessible to the oil derived from lands under 
such lease, shall at reasonable rates and without discrimination ac- 
cept and convey the oil of the Government or of any citizen or com- 
pany not the owner of any pipe line, operating a lease or purchasing 
gas or oil under the provisions of this Act : Provided further. That no 
right of way shall hereafter be granted over said lands for tne trans- 
portation of oil or natural gas except under and subject to the 
provisions, limitations, and conditions of this section. Failure to 
comply with the provisions of this section or the regulations pre- 
scribed by the Secretary of the Interior shall be ground for forfeiture 
of the grant by the United States district court for the district in 
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which the property, or some part thereof, is located in an appropriate 
proceeding. 

Seo. 29. That any permit, lease, occupation, or use permitted 
under this Act shall reserve to the Secretary of the Interior the right 
to permit upon such terms as he may determine to be just, for joint 
or several use, such easements or rights of way, including easements 
in tunnels upon, through, or in the lands leased, occupied, or used 
as may be necessary or appropriate to the working of the same, or of 
other lands containing the deposits described in this Act, and the 
treatment and shipment of the products thereof by or under authority 
of the Government, its lessees, or permittees, and for other public 
purposes : Provided, That said Secretary, in his discretion, in making 
any lease under this Act, may reserve to the United States the right, 
to lease, sell, or otherwise dispose of the surface of the lands embraced 
within such lease under existing law or laws hereafter enacted, in so 
far as said surface is not necessary for use of the lessee in extracting 
and removing the deposits therein : Provided further, That if such 
reservation is made it shall be so determined before the offering of 
such lease : And provided further, That the said Secretary, during the 
life of the lease, is authorized to issue such permits for easements 
herein provided to be reserved. 

Sec. 30. That no lease issued under the authority of this act shall 
be assigned or sublet, except with the consent of the Secretary of 
the Interior. The lessee may, in the discretion of the Secretary of 
the Interior, be permitted at any time to make written relinquish- 
ment of all rights under such a lease, and upon acceptance thereof 
be thereby relieved of all future obligations under said lease, and may 
with like consent surrender any legal subdivision of the area included 
within the lease. Each lease snail contain provisions for the purpose 
of insuring the exercise of reasonable diligence, skill, and care in 
the operation of said property; a provision that such rules for the 
safety and welfare of the miners and for the prevention of undue 
waste as may be prescribed by said Secretary shall be observed, 
including a restriction of the workday to not exceeding eight hours in 
any one day for underground workers except in cases of emergency: 
provisions prohibiting the employment of any boy under the age of 
sixteen or the employment of any girl or woman, without regard to 
age, in any mine below the surface; provisions securing the workmen 
complete freedom of purchase; provision requiring the payment of 
wages at least twice a month in lawful money of the United States, 
ana providing proper rules and regulations to insure the fair and just 
weighing or measurement of the coal mined by each miner, and 
such other provisions as he may deem necessary to insure the sale 
of the production of such leased lands to the United States and to 
the public at reasonable prices, for the protection of the interests of 
the United States, for the prevention of monopoly, and for the 
safeguarding of the public welfare: Provided, That none of such 
provisions snail be in conflict with the laws of the State in which the 
leased property is situated. 

Seo. 31. That any lease issued under the provisions of this act 
may be forfeited and canceled by an appropriate proceeding in the 
United States district court for the district in which the property, 
or some part thereof ? is located, whenever the lessee fails to comply 
with any of the provisions of this act, of the lease, or of the general 
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regulations promulgated under this act and in force at the date of 
the lease ; and the lease may provide for resort to appropriate methods 
for the settlement of disputes or for remedies for breach of specified 
conditions thereof. 

Seo. 32. That the Secretary of the Interior is authorized to pre- 
scribe necessary and proper rules and regulations and to do any and 
all things necessary to carry out and accomplish the purposes of this 
act, also to fix and determine the boundary lines or any structure, 
or oil or gas field, for the purposes of this act : Provided, That noth- 
ing in this act shall be cdnstrued or held to affect the rights of the 
States or other local authority to exercise any rights which they may 
have, including the right to levy and oollect taxes upon improve- 
ments, output of mines, or other rights, property, or assets of any 
lessee of the United States. 

Sec. 33. That all statements, representations, or reports required 
by the Secretary of the Interior under this act shall be "upon oath, 
unless otherwise specified by him, and in such form and upon such 
blanks as the Secretary of the Interior may require. 

Sec. 34. That the provisions of this act shall also apply to all 
deposits of coal, phosphate, sodium, oil. oil shale, or gas in the lands 
of the United States, which lands may nave been or may be disposed 
of under laws reserving to the United States such deposits, with the 
right to prospect for, mine, and remove the same, subject to such 
conditions as are or may hereafter be provided by such laws reserv- 
ing such deposits. 

Seo. 35. That 10 per centum of all money received from sales, 
bonuses, royalties, and rentals under the provisions of this act, 
excepting those from Alaska, shall be paid into the Treasury of the 
United States and credited to miscellaneous receipts; for past pro- 
duction 70 per centum, and for future production 52£ per centum 
of the amounts derived from such bonuses, royalties, and rentals 
shall be paid into, reserved, and appropriated as a part of the recla- 
mation fund created by the act oi Congress, known as the reclama- 
tion act, approved June 17, 1902, and for past production 20 per 
centum, and for future production 37£ per centum of the amounts 
derived from such bonuses, royalties, and rentals shall be paid by 
the Secretary of the Treasury after the expiration of each fiscal year 
to the State within the boundaries of which the leased lands or 
deposits are or were located, said moneys to be used by such State or 
subdivisions thereof for the construction and maintenance of public 
roads or for the support of public schools or other public educational 
institutions, as the legislature of the State may direct: Provided, 
That all moneys which may accrue to the United States under the 
provisions of this act from lands within the naval petroleum reserves 
shall be deposited in the Treasury as " Miscellaneous receipts." 

Seo. 36. That all royalty accruing to the United States under any 
oil or gas lease or permit under this act on demand of the Secretary 
of the Interior shall be paid in oil or gas. 

Upon granting any oil or gas lease under this act, and from time 
to time thereafter during said lease, the Secretary of the Interior 
shall, except whenever in his judgment it is desirable to retain the 
same for the use of the United States, offer for sale for such period 
as he may determine, upon notice and advertisement on sealed bids 
or at public auction, all royalty oil and gas accruing or reserved to 

Digitized by LiOOQ IC 



57 

the United States under such lease. Such advertisement and sale 
shall reserve to the Secretary of the Interior the right to reject all 
bids whenever within his judgment the interest of the United States 
demands; and in cases where no satisfactory bid is received or where 
the accepted bidder fails to complete the purchase, or where the 
Secretary of the Interior shall determine that it is unwise in the pub- 
lic interest to accept the offer of the highest bidder, the Secretary of 
the Interior, withm his discretion, may readvertise such royalty for 
sale, or sell at private sale at not less than the market price for such 
period, or accept the value thereof from the lessee: Provided, how~ 
ever, That pending the making of a permanent contract for tne sale 
of any royalty, on or gas as herein provided, the Secretary of the 
Interior may sell the currept product at private sale, at not less than 
the market price : And provided further, That any royalty oil or gas 
may be sola at not less than the market price at private sale to any 
department or agency of the United States. 

Sec. 37. That the deposits of coal, phosphate, sodium, oil, oil shale, 
and gas, herein referred to, in lands valuable for such minerals, 
including lands and deposits described in the joint resolution entitled 
" Joint resolution authorizing the Secretary of the Interior to permit 
the continuation of coal mining operations on certain lands in 
Wyoming," approved August 1, 1912 (Thirty-seventh Statutes at 
Large, page 1346), shall be subject to disposition only in the form 
and manner provided in thi^act, except as to valid claims existent 
at date of passage of this act and thereafter maintained in com- 
pliance with the laws under which initiated, which claims may be 
perfected under such laws, including discovery. 

Seo. 38. That, until otherwise provided, the Secretary of the 
Interior shall be authorized to prescribe fees and commissions to be 
paid registers and receivers of United States land offices on account 
of business transacted under the provisions of this act. 

Approved, February 25, 1920. 

O 
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